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Commencement address delivered by Judge Glenn Willett to the Graduating Class of 
1925, Pace Institute, New York, on Saturday evening, November 14, 1925 


E meet here tonight to witness and to com- 

memorate an important event, the gradua- 

tion by Pace Institute, New York, of the men 
and women who appear before you as the Class of 
1925. 

That it is a noteworthy event, and that it re- 
flects credit upon the members of this class, is 
apparent when we reflect upon a simple truth. 

It is a saying among newspaper men that, in the 
life of the humblest person, there are two, and 
usually three, important events; namely, his birth, 
his marriage, and his death. For his existence he 
is not at all accountable; in his marriage he may 
have acted but a passive part; and his death, we 
may well imagine, he would put off to a more 
convenient season. It is possible to live long, 
without more than patiently submitting to the 
““whips and scorns of time.”’ 

With the superior man, however, it is not so. 
He sets for himself certain goals to be attained. 
He aspires to a certain station. He reaches for- 
ward to worthy accomplishments. He desires the 
education of his faculties, and he fixes in his mind’s 
eye the day when he shall have succeeded in sat- 
isfactorily performing the tasks set down by some 
institution of learning. This is that day for each 
member of the Graduating Class of 1925. 

The difference between success aad failure. is 
essentially this, that the successful marmhas learned 
to order his life from within, whereas “he unisuc- 
cessful man has merely yielded to the cur ent\s of 
existence. \ 

The members of this Class have demonsitatled 
that they possess the elements of success, that ties 
are superior persons, and that they well merit the 
distinction they enjoy. 


The Teacher 


Those of us who are teachers feel a strong pride 
in the attainments of our students. We like to feel 
that our efforts have somehow contributed to the 
good result. We like to know that our students 


give us credit. Nothing is more common than a 
student outstripping his teacher in practical suc- 
cess. His reward is ours as well. It is our best, 
and sometimes our only, compensation. 

No two institutions of learning are exactly alike. 
They differ in purpose, in size, in method of in- 
struction, and in many other respects; but there is 
another vital difference, and that is in the success 
of their graduates in after life. 

When you find that the graduates of an in- 
stitution in large numbers attain personal success 
in the work for, which it trained them, it is usually 
due to the influence 6f some man, or few men, who 
made personal contact with the student body. 
Such- Aman y by ‘his interest in persons, by his out- 
standing’ example, and by the inspiration of his 
personality, often does more for the student than 
all His'bboks.! [LLIN > 

Pace Institute nee... a unique position in that 
respect. It is due, I believe, to the work and en- 
gaging personality of its founders. 


Nature of Accountancy 


Some of you are relatives and friends of the in- 
dividual graduates. You have come here to honor 
them by your presence, and to offer them your 
words of congratulation. You have assisted 
them during the time they have been in this in- 
stitution by your good counsel, assistance, and en- 
couragement; but I wonder if you fully understand 
just what these men and women have been striving 
for in their study of accountancy. 

The accountant is to business what the physician 
is to the individual. The physician knows at the 


outset what constitutes a state of health in mind 


and body. He examines his patient, noting every 
condition, both normal and abnormal. He is able 
to correct existing bad conditions. He is able to 
advise his patient how to live to avoid illness. 

Such is the work of the accountant in business. 
He has acquainted himself with the conditions 
which ought to be found in a healthy condition of 
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any business organization. 
vestigating the condition of a particular business, 
noting wherein it is normal and wherein it is ab- 
normal. He is able to correct existing bad con- 
ditions. He is able to set a policy which, if fol- 
lowed, will avoid bad conditions in the future. 

To be able to do this, he must have submitted 
himself to thorough instruction and exhaustive 
study. He must have familiarized himself with 
the theory and practice of accounts, and with the 
underlying principles upon which the success of 
business organizations rest. He must have studied 
law, finance, banking, and economics, besides. 

Knowing, as I do, the rigid requirements of this 
institution, I can assure you, without knowing any 
one of these graduates individually, and without 
having seen their personal records as students, 
that each one of them is adequately prepared to 
perform that useful service. 

That service may be rendered either in public 
practice, or in private employment, without de- 
traction from its merits or the good standing of the 
practitioner. 

Two Fallacies 


There are two commonplaces whichalmost every 
man who makes a graduation address feels called 
upon to deliver, each of which is likely to be mis- 
leading. 

One, which I recall having been given by one of 
the leading lawyers of this country, once a member 
of the President’s Cabinet in Washington, consists 
of a solemn warning to those about to enter upon 
the practice of a profession, against the practice of 
all sorts of trickery by the professional man. It 
is true that the lawyer assumes serious responsi- 
bility in the protection of his client’slife, liberty, and 
property, and that for him to act in any manner not 
wholly loyal to his client is doing a thing which is 
not only, wrong but which tends to undermine his 
profession and the state. It is true that the account- 
ant assumes heavy responsibilities with respect to 
his client’s business and affairs, and that any de- 
parture from strict moral and ethical standards 
is most highly reprehensible. But the error lies 
in the assumption that somehow professional men 
and women have within themselves the germs of 
unrighteous conduct, which may break out in a 
fury of dishonest practices. The truth is that 
nearly all the students who enter professional in- 
stitutions of learning are persons of high moral 
character; that their contacts with the officers and 
instructors of such institutions invariably tend to 
the development of still higher moral and ethical 
standards; but when they are graduated and 
enter upon the practice of their professions and 
are brought into contact with their lay clients 
they find the common standard to be lower the: 
theirown. The real danger is that the professions 
practitioner will yield to the importunities o 
client to assist him in the accomplishment of thé 
client’s dishonest schemes. The professional man 
who thus yields is doomed to failure. To be suc- 
cessful he must gather about him those clients 


He is capable of in- | 
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who do not make dishonest demands upon his re- 
sources. 

Another commonplace fallacy is to the effect that 
if a man will write a better book or build a better 
mousetrap, although his house be in a wilderness, 
men will make a beaten path to his door. To be 
accurate, we should say that if a man will do any- 
thing better than it has been done, and offer that 
thing to the public at a price which it can pay, and 
will see to it that the people at large are made ac- 
quainted with its merit, they will hunt him up and 
buy his services or his wares. This form of state- 
ment involves the idea of salesmanship, and it is a 
fact that, to be successful, a professional man must 
be a salesman of the highest order. He should not 
directly solicit business, not because there is any- 
thing immoral in so doing, but because, for his 
purpose, it is poor salesmanship. Nevertheless, he 
must so build his personality into the minds of the 
people, with the conviction that he is a good man 
for his job, that they seek him when they need the 
kind of service he renders—so that when they 
think of the job they think of the man. 


Advantages in Practice 


One of the greatest advantages in the work 
that an accountant is called to do lies in the 
opportunity which he has to study the methods 
whereby his clients or employers have made suc- 
cess. These things he must never divulge as in- 
formation to any other person; but the principles 
upon which business success is builded, and the 
methods which are used to obtain results in par- 
ticular cases, will guide the accountant in other 
cases, if he be’ wise enough to discern and apply 
them. Thus, his knowledge and his usefulness 
constantly grow, and with that growth come larger 
rewards. 

Indeed, the wisdom which is learned in the course 
of practice contributes largely to the practitioner’s 
success in the conduct of his own private affairs, 
though many find it extremely difficult, and some 
find it impossible, to apply in their own affairs the 
principles which they could readily have recom- 


mended to their clients. I recall the case of one 
who ? studied accountancy and business ad- 
ministration, and who, therefore, ought to have 
known better, woo invested every dollar he had 
in real } » leaving no liquid assets in reserve. 
Althotr) “sis man’s assets amounted to many 
thou “s of dollars, for a period of about two 
yer “was in a position where he could not 
po “pay his ordinary expenses. 


A Word of Counsel 


\/hether in private employment or public prac- 
“ze, remember this—you can not make one step 
of progress in the solution of any problem until 
you know the facts in your case. Teachers may, 
and usually do, thoroughly instruct in theory and 
practical methods, but they can not teach the facts 
of the case you are yet to manage, for the obvious 
veason that those facts are not yet in existence; 
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and no two cases are alike in their facts. Yet 
the facts of your case are its foundation. Without 


them there is no case. Without a thorough knowl- 
edge of them you can do nothing. 


I venture to give you another piece of advice 
which you may find hard to follow. It is this— 
when you do accounting work for your client or 
employer, see to it that you state the net result of 
all your labors so simply and yet so completely 
that the man who never studied your art can 
understand your report and the reason for every- 
thing init. One of the most successful accountants 
in my city has been in practice only about five 
years. He has told me that in his work he always 
tries to show his clients reports which are simple 
enough so that the client does not have to get an- 
other accountant to explain the meaning, and he 
Seas the success of his practice largely to that 
act. 
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The Final Question 


But I must not weary you with counsel. 

You have reached the goal of graduation, and 
now the question is, ‘““‘What is the next goal you 
have set for yourselves?” 

Some of you will say that the next goal is that of 
the state examinations for the certificate of certi- 
fied public accountant. Others will say it is a 
particular position brought within your reach by 
present training. 

But fix a definite goal. Strive for it. Out of 
that effort will come personal development fitting 
you to attain the goal ahead. 

When you have attained the success which you 
merit, and some day return to the place of your 
studies, no one will greet you more warmly than 
your old teachers, proud you have thus done credit 
to the institution which has generously honored 
you. 


Real Estate First Mortgage Bonds and Certificates 


An article adapted for magazine purposes from the thesis of Rudolph Braunstein, 
a graduate of Pace Institute, New York 


HE practice of investing money in mortgages, 

with specific real property pledged as security 

for the repayment of the amount loaned, was 
brought to this country by the early settlers from 
the various European countries and was for a long 
time practically the only method used for the invest- 
ment of any substantial amounts for a period of 
years. 

Ordinary Mortgage Loan 


Under the plan, the investor lends money to a 
borrower, who gives the investor a bond—that is,a 
formal promise in writing under seal to repay the 
principal on a specified date and to pay interest 
thereon at a fixed rate, such interest usually to be 
paid at regular intervals mentioned in the bond. 

The borrower also executes and delivers a mort- 
gage—a document pledging certain specifically de- 
scribed real property—as security for the fulfilment 
of the conditions set out inthe bond. The mortgage 
usually provides that the borrower shall fay all 
taxes which are a charge against the property, that 
he shall carry fire insurance at his own exp€!'se for 
the protection of the lender, and that he shal] bear 
the costs of collection of interest or principal when 
in arrears. a Fe 

If any of the terms and conditions set out }7 the 
bond and mortgage are violated, then, at fe 


option of the investor, the principal sum, together > 


with interest accrued up to the date of default, 
becomes due and payable. If payment is not made 
within thirty days, the investor or lender may 
institute court proceedings whereby the property 
pledged will be sold under the direction of an 
officer of the court. From the proceeds, payment 
will be made of the costs of such court proceeding, 


taxes, etc., and the balance remaining will be 
applied toward the payment of the loan and any 
interest due thereon. 

This method provides security for the payment of 
the loan, but it is not altogether satisfactory for the 
reasons indicated below. 

First, it often happens that when mortgaged 
or pledged property is sold under direction of the 
court, the sum realized from such a sale is not 
sufficient to pay the expenses and costs of the court 
action and the principal of the loan. The investor 
must take the balance that is left after the expenses 
and costs have been liquidated and must attempt 
to obtain the unpaid amount by means of a 
deficiency judgment against the party who signed 
the bond. 

Second, sometimes, under adverse financial and 
economic conditions, it is not possible to find a 
market for such pledged property. 

Third, owing to the fact that considerable expense 
is attached to borrowing money in this manner, due 
to attorneys’ fees, title examination fees, state tax 
charges, recording fees, and the like, it is not prac- 
ticable to borrow sums under one thousand dollars. 
This condition somewhat limits the class of in- 
vestors to people of more than ordinary means. 


Mortgage Loan Through Mortgage 
Investment Company 


Because of this last-mentioned condition, shares 
of stock and bonds issued by large corporations in 
small denominations became the principal means 
of investment for people with small sums for which 
they wished to obtain a larger return of interest 
than could be obtained from a savings bank. This 
was not, however, altogether satisfactory, due to 
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the speculative features frequently attaching to 
such securities. Therefore, there arose a demand for 
a type of investment which would not fluctuate in 
value except under excessively abnormal conditions, 
and yet which would bring a fair interest return. 

About forty years ago, in response to this 
demand, mortgage investment companies began to 
appear. The number of these has grown, and today 
many of them have offices in all the large cities 
throughout the country, and can truly be called 
national institutions. Then there are mortgage 
companies and title insurance companies in the 
mortgage investment business, which confine their 
activities to the city or state in which they are 
located. 

The mortgage company makes a loan and takes 
back as security for the loan a mortgage on a piece 
of real property owned by the borrower. The 
property usually has a building on it; if it has not, 
the mortgage is usually made for the purpose of 
financing the erection of a new building. Mortgage 
companies do not make a practice of loaning money 
on a vacant piece of property because of the fact 
that it does not bring any income. 

After the loan has been made and a mortgage 
taken, the mortgage company issues first mortgage 
bonds or certificates of various denominations, 
ranging from one hundred dollars up to the amount 
of the mortgage received. The purchasers of 
these bonds or certificates have as a_ security 
for the repayment of the sum invested in a bond 
or certificate the first mortgage held by the mort- 
gage investment company given by the person 
to whom it made the loan. In this way the 
mortgage company in reality holds the mortgage 
as a trustee, in trust for the purchasers of the first 
mortgage bonds and certificates. Further, the 
mortgage company collects all payments of interest 
and principal when due and remits them to the 
holders of the bonds or certificates; it follows up 
the payment of taxes by the borrower as such taxes 
become due and payable, and it provides for fire 
insurance protection at the expense of the borrower. 
In the event of default on the part of the borrower 
in making payments, the company takes all legal 
steps necessary for the protection of the bond or 
certificate holders. In return for this service the 
company retains a part of the interest collected. 
In most cases the amount is one-half of one per 
cent. of the mortgage yearly. The mortgage com- 
panies also derive considerable profit from the 
charges for legal fees, and the like collected from 
the borrower at the time of the making of the loan. 
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Form I—Certificate Mortgage Ledger Card 


Guaranteed Mortgage Loans 


Some mortgage companies, notably the title 
insurance companies of New York City, have gone 
a step farther. Independent companies have been 
organized, which, for a fee, usually one-half of one 
per cent., will guarantee a mortgage—that is, they 
guarantee the payment of the interest and principal 
to the holder of a mortgage when due, regardless 
of whether the interest or principal has been col- 
lected from the borrower or not. This guarantee is 
issued in the form of a policy, setting forth the 
conditions of the guarantee. Thus, when a title 
insurance company wishes to issue first mortgage 
certificates against a mortgage which it holds, the 
mortgage is guaranteed and the investment be- 
comes more attractive from the investors’ view- 
point, making large sales of these certificates: 
possible at a minimum effort. 


Serial Mortgage Loans 


Another plan used to make this type of mortgage 
investment attractive to persons wishing to make a 
short period investment, such as a year or two, is 
provided in the serial plan. 

The mortgage company, makes a loan for a period 
longer than the usual mortgage loan period—for 
instance, ten years. By the terms in the bond and 
mortgage, a fixed sum is to be paid each year in 
reduction of the principal amount of the mortgage. 
Certificaics or bonds whose dates of maturity range 
from one to ten years are issued against this mort- 


gage © an amoun equal to the amount of the 
mort¢g2 The amounts of certificates or bonds 
matu ‘= cach year are equal to the yearly pay- 
ment ™ “© to reduce the principal of the mortgage. 
Thi © Of bond or certificate is known as a serial 


bo fertificate. 
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Lending Policies 


The mortgage company of the conservative type, 
before making a loan, makes an appraisal of the 
property on which it is asked to make a loan and 
places a valuation on it. There must be a sufficient 
margin between the amount of the loan and the 
appraised valuation to allow for any shrinkage in 
value which might occur, due to forced sale or 
abnormal financial depression. 

The company of the progressive type does not 
consider primarily the margin for the allowance of 
shrinkage between the amount of the loan and the 
value of the property, but rather the earning power 
and capacity of the property to be mortgaged, even 
under the most adverse conditions. This company 
operates on the theory that a piece of property that 
is capable of bringing in a good income is better 
security than a piece of property in respect to which 
the margin of safety between the amount of the 
loan and its valuation is great, but whose income 
earning ability is not large. This type of company 
maintains that an income-earning piece of property 
is more likely to secure the prompt payment of 
interest and principal when due than the non- 
income producing property. 


Advantages of Investment in Mortgage 
Company Securities 


The advantages gained in investing in mortgage 
bonds or certificates of either of these groups of 
companies, as compared with the straight mortgage 
investment, are as follows: 

First, a mortgage investment company, because 
of its longer and more varied experience, and 
because it has in its employ people who are experts 
in valuing real estate, is better able to judge the 
value of a piece of real estate to be used as security 
for a loan than the ordinary individual. 

Second, the elimination, so far as the prospective 
investor is concerned, of all legal formalities and 
expenses incident to the making of the loan. 

Third, the elimination on the part of the investor 
of the personal supervision of the collection of 
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Sale of Mortgage Certificate 
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Form 3—Mortgage Gartifosts Sales Slip 


interest and principal when due, the following up 
of the payment of taxes and proper fire insurance 
protection, and the handling of other incidental 
matters. 

Fourth, the elimination on the part of the 
investor of all legal action necessary to protect and 
enforce his rights in the event of the default of 
payment of interest or principal or of any of the 
conditions set out in the bond and mortgage. Such 
legal action is always taken by the mortgage com- 
pany who acts as trustee for the bond or certificate 
holders. 

Fifth, first mortgage bonds or certificates, because 
they are usually in smaller amounts, and because 
they are assignable, are more readily marketable 
than entire mortgages. 

Sixth, first mortgage bonds or certificates are as 
a rule more desirable as an investment than stocks 
or bonds issued by a concern in order to finance an 
operation, for the reason that even though they do 
not always bring as large an interest return, their 
value does not fluctuate as readily as that of stocks 
or bonds. 

For the reasons, given first mortgage bonds or 
certificates issued against mortgages on real prop- 
erty held as security for loans, have become sucha 
desirable means of investment that today we find 
that the class of investors even includes such 
institutions as savings banks, insurance com- 
panies, trust companies, estates, trust funds, and 
the like. 


Accounting System 


The mortgage company whose methods will be 
described sells first mortgage certificates, the pay- 
ment of interest and principal on which has been 
guaranteed by a mortgage guarantee company at 
a premium of one-half of one per cent., such 
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premium to be deducted from the interest paid by 
the borrower. The mortgage guarantee company 
handles the collection and distribution of interest 
to the holders of first mortgage certificates, and 
makes the deduction for its premium at each 
regular interest period. The collection of principal 
and the distribution of principal to the various 
mortgage certificate holders at date of maturity is 
handled by the mortgage company. 


Making the Loan 


As a mortgage loan is made, the mortgage taken 
back in each case is given a number known as the 
mortgage number, and a ledger account (Form 1) 
in the form of a card is set up for each such mort- 
gage number. To illustrate, a loan is made for ten 
thousand dollars and mortgage No. C-1 for that 
amount is taken. 

The entry is made in the column on the card 


headed company’s advances. The column headed’ 


amount of loan is merely for memorandum purposes. 
The entry for the loan is made on the credit side 
of the cash book (Form 2) in the column headed 
repurchases. The effect of the entry is a debit 
to mortgage C-1 account and a credit to cash 
account. 
Sale of Certificate 


Certificates are then offered for sale to the public 
with mortgage C-l as a security. John Doe 
deposits two thousand dollars for the purchase of a 
mortgage certificate issued against mortgage C-1. 

A receipt (Form 3) is prepared in duplicate. A 
copy is given to the certificate purchaser, and the 
original is given to the cashier with the cash or 
check for two thousand dollars. The cashier 
numbers this sales slip, as it is known, and uses it 
asavoucher. The voucher is then forwarded to the 
bookkeeper, who makes an entry in his cash book. 

The entry on the debit side of the cash book is 
made in the certificates sales column. The effect 
of the entry is a debit to cash account and a credit 
to mortgage C-1 account. 

Entry is also made on mortgage ledger card C-1 
in the sales and payments column. 

After the bookkeeper has posted his cash book 
from the sales slip, he forwards the sales slip to a 
girl, who draws up the mortgage certificate. Each 
certificate is numbered consecutively regardless of 
the number of the mortgage against which it is issued. 

The certificate contains certificate number, the 
number and the amount of the mortgage against 
which the certificate has been issued, the amount 
for which: the certificate has been issued, the date of 
maturity, the interest rate, date when interest is 
payable, a description of the mortgage, the name of 
the holder of the certificate, and clauses stipulating 
the terms and conditions of the guarantee under 
which the certificate was sold. 

The certificates are made in duplicate. The 
original is given to the purchaser and the duplicate 
is filed in numerical order, thus becoming an index 
record of all certificates issued, according to the 
number of the certificate. 
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After the certificate is drawn and compared, it 
is forwarded to another clerk, who, from the in- 
formation on the certificate, fills out a card with the 
name of the purchaser and the number and amount 
of the certificate purchased. This makes a com- 
plete index record of each holder of a certificate. 

The certificate, together with the sales slip, is 
then sent to the auditing department for registra- 
tion. Each certificate is entered in a large register 
in numerical order. From this register postings 
are made to a set of cards which are almost a 
duplicate of the mortgage ledger cards. The 
registrar also examines the sales slip to see that a 
proper cashier’s stamp has been placed on it, 
showing receipt of the money. The purpose of this 
registration is to see that the total of all certificates 
issued against a certain mortgage is not in excess of 
the amount of the mortgage. 

The certificate is taken to the proper officers of 
the company for signature, and is then mailed to the 
purchaser. ‘When the certificate is mailed, a form 
of receipt, which the purchaser is requested to sign, 
is sent together with an addressed return envelope. 


Repurchase of Certificate 


In the event that the company buys back a 
certificate before maturity, an entry is made in the 
cash book debiting the mortgage account and 
crediting cash account. The entry is made in the 
repurchases column on the credit side of the cash 
book. The detailed debit entry to the mortgage 
account is made in the company’s advances 
column on the ledger card. 


Maturity of Mortgage 


When a mortgage matures and is paid off, an 
entry is made in the cash book debiting cash account 
and crediting the mortgage account. This entry 
is made in the sales column of the debit side of the 
cash book. The detailed credit to the mortgage 
account is posted to the sales and payments 
column on the mortgage card. Then checks are 
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aiid an and No. and and and 
July August | September October | November | December 
1 1 
2 2 
3 3 
4 4 
5 5 
6 6 


Form 5—Mortgage Guarantee Number Diary 
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money due him in a certificate to be issued against 
another mortgage, the check which has been drawn 
to his order for the principal due is redeposited, 
and an entry is made on the cash book debiting 
cash account and crediting the new mortgage 
account. This entry is made in the reinvestments 
column of the debit side of the cash book. The 
detailed entry crediting the mortgage account is 
made in the sales and payments column on the 
mortgage ledger card for the mortgage against 
which the new certificate is issued. 


Assignments 


Mortgage certificates are sometimes assigned. 
In that event, a new certificate is issued and the 
old one is cancelled. This change does not affect 
the accounting records, but does necessitate a 
change in the index and registrar’s records. 

All certificates which have been assigned, re- 
purchased, or matured are cancelled and sent to 
the auditing department, where such cancellations 
are noted on the register and control cards. In 
this way the registration system also becomes a 
control of all certificates issued and outstanding. 


Statistics 


Two columns are provided on each side of the 
cash book for classification of mortgage transac- 
tions for the purpose of obtaining statistics. To 
obtain the total of sales or repurchases, the receipts 
or payments on account of the principal of a 
mortgage against which certificates have been 
issued must be deducted from the totals of their 
respective columns. The total of re-investments or 
maturities are obtained from the totals of the 
respective columns. 


Accounting Methods of 
Mortgage Guarantee Company 


When a mortgage is guaranteed, it is given a 
special number known as the guarantee number. 
A card (Form 4) which serves both as an index and 
ledger card is then made out for each guarantee 
number. The front of the card gives a detailed 
description of the mortgage. The reverse side of 
the card is used to show collection of interest and 
payment to holders of mortgage or mortgage 
certificates. 

The guarantee cards are then filed, first according 
to months during which interest is payabie and then 
according to guarantee numbers. For inst@?°®>, all 
cards for guaranteed mortgages on which in®€'©S« is 
payable during January and July are filed tog<""“r, 
February and August are filed together, March 7 
September are filed together, and so on for tht 
entire year. In order to facilitate the location of 
guarantee cards when needed, a diary of guarantee 
numbers showing when interest is payable is kept 
(Form 5). This diary is also used to show all 
guarantee numbers in force, because when a mort- 
gage is paid off and satisfied, the guarantee auto- 
matically dies out and the number is cancelled on 
the diary to show that it is no longer in force. 
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Interest 


When interest is due on a guaranteed mortgage, 
the mortgage guarantee company bills the borrower 
for the amount due. When the interest is paid, 
cash account is debited; premium for guarantees 
account is credited with the one-half of one percent., 
and the balance is credited to interest collected for 
guaranteed holders account. Checks are then 
drawn to the order of the holders of entire guaran- 
teed mortgages, or guaranteed mortgage certificates 
for the amounts due them. The checks are then 
mailed. The entry in the cash book for this trans- 
action is a debit to interest due guaranteed 
holders account and a credit to cash account. The 
detailed entries, both debit and credit, to the 
interest due guaranteed holders account are made 
on the reverse side of the guarantee card. 

On the index cards of the mortgage company, 
showing the names and addresses of the holders of 
a guaranteed mortgage certificate, the amount, etc., 
is also placed the amount of interest due the cer- 
tificate holders from the date of purchase to the 
next regular interest payment date and the amount 
due semi-annually thereafter until maturity. These 
cards are used by the mortgage guarantee company 
in order to facilitate the drawing of interest checks 
for certificate holders. 

Sometimes it happens that the total of certifi- 
cates issued against a guaranteed mortgage is not 
equal to the amount of the mortgage, and an 
unsold balance remains in a particular mortgage 
account at the time of the first interest payment. 
In such instances, interest applicable to the 
amount of the unsold balance is paid by the mort- 
gage guarantee company to the mortgage company. 

If the mortgage guarantee company has not yet 
collected the interest due the mortgage or certificate 
holders, from the mortgagor or borrower at the 
time such interest is due, the mortgage guarantee 
company must advance the amount necessary for 
the payment of such interest, and take steps to 
collect it from the borrower. 

Mortgage is debited for the full amount of 
interest due from the borrower. Interest advanced 
account and premium for guarantees account and 
interest due guaranteed holders account are 
credited. When the checks are sent to the guaran- 
teed holders, cash account is credited and interest 
due guaranteed holders account is debited. When 
the interest is collected, cash account is debited and 
mortgage interest advanced account is credited. 

If the mortgage company has failed to collect the 
principal of a mortgage when due the mortgage 


, guarantee company must advance the principal of 


such a mortgage under the terms of its guarantee, 
the usual method being that the mortgage guarantee 
company buys the mortgage from the mortgage 
company and thus assumes the collection of such 
principal. The entry is a debit to mortgage account 
and a credit to cash account. The mortgage 
guarantee company then takes all necessary steps 
to collect the principal due. 
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Recommendations for Revision 


of Federal 


EFINITE changes in the provi- 
sions of the federal revenue law 


which will simplify the business 
man’s tax problem, and the repeal of 
some features, such as the capital stock 
tax, the estate tax and the gift tax, have 
been advocated in a series of suggestions 
presented to the Ways and Means Com- 
mittee of the House of Representatives 
by the New York State Society of 
Certified Public Accountants. The 
recommendations were endorsed by a 
number of other state societies of ac- 
countants and may be considered as 
representative of the thought of the 
accountancy profession. 


The recommendations are the ac- 
countants’ answer to the business man’s 
complaints against the present federal 
tax law and proceedure. They were 
prepared by a committee which, headed 
by Orrin R. Judd, C.P.A., of the Irving 
Bank-Columbia Trust Company, New 
York, had made a careful survey of the 
chief complaints of business men against 
the existing law. Dr. J. J. Klein, vice- 
president of the New York State Society, 
presented the recommendations to the 
Ways and Means Committee. The 
changes suggested are designed to do 
away with the vagueness and obscurities 
of the present law which cause so much 
uncertainty and delay in determining 
the tax liability of a firm or individual. 
The brief of the Society, as presented to 
the Ways and Means Committee, is re- 
produced in full in order that the readers 
of The Pace Student may have the 
opportunity to study the recommenda- 
tions in detail. 


“Recommendations to the Congress 
of the United States for the modification 
and improvement of the Federal Revenue 
Act, prepared and submitted by the 
Committee on Federal and State Income 
Tax of The New York State Society of 
Certified Public Accountants with the 
approval of the members and directors of 
the Society. 


With Respect to Matters of Principle 


“1. It is recommended that specific 
provision be made for the use of the 
“instalment sales method’ of reporting 
gross income as an alternative to the 
cash or accrual basis. This recom- 
mendation is made in the belief that un- 
necessary hardship is entailed upon the 
taxpayer if income, arising from a sale 
made on the basis of instalment pay- 
ments extending over a long period of 
time, is taxed entirely in the tax year 
in which the sale is made. 

“2. It is recommended that distribu- 
tions in liquidation be treated, first, as 
returns of capital and, second, as dis- 
tributions of surplus, rather than as sales 
or exchanges of stock. This recom- 
mendation is made in the belief that the 
procedure recommended would be an 
improvement from the viewpoint of 
accounting principles. 


Tax Laws 


“3. It is recommended that the prin- 
ciple of distinguishing between earned 
income and other income be retained 
in the income tax law, and that earned 
income, without limitation as to amount, 
be taxed at a lower rate than the rate 
applicable to other income, with respect 
to both normal tax and surtax. This 
recommendation is made in the belief 
that it will be for the public interest to 
impose a lower rate of taxation upon 
income earned by personal services than 
upon that otherwise obtained, particu- 
larly in view of the fact that the tax- 
payer who earns his income has no 
options or alternatives by means of 
which his taxation may be reduced or 
avoided. 


“4. It is recommended that the federal 
estate tax and the gift tax be repealed, 
the repeal of the latter to be effective 
retroactively to January 1, 1924. This 
recommendation is based on the belief 
that the historic policy of the Federal 
Government, under which estate taxes 
and related taxes have been levied only 
in national emergencies should be ob- 
served. 


“5. It is recommended that the surtax 
rates be reduced, and the amount of in- 
come exempt from surtax be increased, 
so far as the state of the federal budget 
will permit. This recommendation is 
made in the belief that the reduction of 
the surtax, so far as is consistent with 
the. federal budget, will be of benefit 
generally to industry and commerce. 


“6. It is recommended that the capital 
stock tax be repealed. This recommenda- 
tion is based on the belief that a decrease 
in the number of the taxes imposed will 
be of benefit to taxpayers, and that, in 
the instance of the capital stock tax, the 
revenue produced is not commensurate 
with the burden it imposes upon all 
taxable corporations in computing the 
value of capital stock and in preparing 
additional returns, and with the work 
of the government in giministering the 


law. 

“7. It is recommended ths the more 
elastic definition of affilie*°d rpora- 
tions set forth in the 1918 9°% 4927 laws 
be substituted for the pre?” *°Strictive 
95 per cent. stock owners ams, “This 
recommendation is me: he belief 


that the present law is ‘ssarily re- 


strictive. 


With Respect img rovement of 


Procedure 


“8. It is recomm ended that provision 
be made by which taxpayers may have 
the option, in instances in which the 
Commissioner deems the deposit of 
security necessary, to deposit in escrow 
securities of the class commonly ap- 
proved for the investment of trust 
funds instead of providing a_ surety 
bond. } 


December 


“9, It is recommended, with respect to 
personal exemptions and credits for 
dependents, that when a taxpayer is 
married and living with husband or wife, 
or is the head of a family, at any time 
during the taxable year, the full per- 
sonal exemption or credit for dependents 
be allowed, in place of the procedure 
by which the amount is prorated or 
based upon the taxpayer’s status at the 
end of the year. 


“10. It is recommended that Section 
281 be amended by adding a section 
thereto permitting taxpayers to fileclaims 
for credit for past overpayment as an 
offset to the tax liability of a subsequent 
period, and without filing a bond unless 
the Commissioner shall certify that in his 
judgment the collection of the tax would 
be endangered if the claim for credit 
fails. 

“11. It is recommended that the law 
be amended to permit the filing of claims 
for refund within two years after a de- 
cision of the Supreme Court of the 
United States, or a lower court if the 
Government does not appeal from the 
decision of the lower court, which makes 
a refund of taxes proper, and also to per- 
mit claims for refund when changes in 
regulations or rulings of the Treasury 
Department make refunds proper. 


“12. It is recommended that the law 
be amended to allow taxpayers who have 
waived the statute of limitations against 
assessment or collection and thus ex- 
tended the department’s time for the ex- 
amination of their returns, to file claims 
for refund during the extended time. 


“13. It is recommended that Sections 
277, 278, and 280 of the law be amended 
as may be necessary to remove therefrom 
any ambiguity or apparent conflict as to 
the period during which assessments or 
collections may be made. Section 278 
(d) should apply only to assessments 
made after June 2, 1924. 


“14. It is recommended that Section 
278 (b), which gives the Government an 
unlimited time in which to assess a 
deficiency on a change of deduction 
tentatively allowed for amortization of 
war facilities under 1918 and 1921 acts, 
be repealed, or else that an unlimited 
time be also allowed to a taxpayer 
within which to file claims for refund 
in connection therewith. 


“15. It is recommended that Section 
1019 be amended in such manner as to 
provide that interest shall be allowed on 
refunds down to the date of the actual 
drawing of the check therefor and not 
merely to the date of the allowance of 
the refund. 


“16. It is recommended that the law 
be amended in such way as to provide 
that interest on deficiencies arising under 
acts prior to the 1921 Act, shall be pay- 
able only from the date of the final 
determination of such deficiencies, even 
though a claim in abatement was there- 
tofore filed. If this recommendation be 
not accepted, then it is recommended 
that a specific provision be inserted in 
the law to the-effect that interest on re- 
jected claims for abatement filed under 
any revenue act shall be at the rate of 
one-half of one per centum per month. 
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“17 It is recommended that Section 
274 (b) be amended in such manner as to 
provide that in each case in which the 
Commissioner of Internal Revenue brings 
suit against a taxpayer to collect a 
deficiency in tax notwithstanding a 
decision by the Board of Tax Appeals 
disallowing the determination of such 
deficiency and succeeds in such suit, the 
court shall include in its judgment 
against the taxpayer, interest on the 
claim at the rate of six per cent. per 
annum from the date from which in- 
terest would have been payable if the 
taxpayer had not been successful before 
the Board of Tax Appeals. 

“18. It is recommended that Section 
274 (d) be amended so that the use by 
the Commissioner of so-called ‘jeopardy’ 
assessments shall be restricted to cases in 
which the Commissioner certifies that in 
his opinion the collection of the tax is 
endangered by the taxpayer’s imminent 
bankruptcy or removal from the juris- 
diction. 

“19. It is recommended that if the 
present procedure of making ‘jeopardy’ 
assessments is to be continued, the law 
should be amended so as to dispense with 
the filing of bonds with claims in abate- 
ment, except in cases in which the Com- 
missioner certifies that in his opinion the 
collection of the tax is endangered by the 
taxpayer’s imminent bankruptcy or re- 
moval from the jurisdiction. 

“00. It is recommended that Section 
277 (a) (3), which provides for the 
assessment and collection of tax on a 
decedent’s estate within one year after 
request therefore, be amended to include 
trustees in bankruptcy and receivers, as 
well as executors and administrators. 


“The recommendations with respect to 
improvement -of procedure are made, 
generally, for the purpose of simplifying 
the work of taxpayers in making returns 
and of correcting manifest inequities, 
and for the further purpose of saving 
costs and work to taxpayers when these 
results can be accomplished without 
detriment to the interests of the 
Government. 


With Respect to Board of Tax Appeals 


“91. It is recommended that Section 
900 (a) be amended in such way as to 
provide for the appointment by the 
President of such number of members 
of the Board of Tax Appeals, not ex- 
ceeding twenty-eight, as he may deter- 
mine to be necessary, and that the salary 
and tenure of office of such members be 
made commensurate with the responsi- 
bilities of the office; and that the pro- 
hibition against practice before the 
Board after the retirement of a member 
be limited to matters pending before the 
Board during the services of the retired 
member as a member of the Board. 

“99. It is recommended that Section 
274 (a) be amended to give the Board of 
Tax Appeals the right to grant, in its 
discretion, extensions of time for filing 
petitions to the Board and also to pro- 
vide that when the original or extended 
period for filing such petitions expires 
on a Sunday or legal holiday, the period 
shall be deemed to expire on the next 
business day thereafter. 
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“23. It is recommended that Section 
900 be amended to give jurisdiction, in 
explicit terms, to tie Board of Tax 
Appeals over deficiencies arising under 
all revenue acts, and over determinations 
on claims for abatement, credit or refund 
filed under all revenue acts. Jurisdic- 
tion over ‘relief’ cases, under Section 
210 of the 1917 Act and under Sections 
327 and 328 of the 1918 and 1921 Acts, 
should be expressly given to the Board, 
and the Commissioner of Internal 
Revenue should be required, without 
liability to penalty for violation of 
secrecy, to produce all data demanded 
by the Board in specific cases.”’ 


An English Question 


HE following correspondence will 

be of special interest to students of 

English, as it deals with gerunds 
and participles, two forms that, for most 
of us, are very difficult. 

“Will you kindly answer the following 
questions? 

“Is the verbal noun with the possessive 
case incorrect; as, ‘What prevents your 
going?’ Should one properly say: ‘What 
prevents you from going?’ 

“Is the use of the gerund at the be- 
ginning of a sentence entirely incorrect, 
or merely a weak construction? I 
notice this expression very frequently 
used in business letters: ‘Hoping to hear 
from you soon, I am Yours Truly.’ 

“After the salutation of the letter, is 
any other mark of punctuation than the 
colon in good usage?” 

The answers to the above queries follow: 

“The possessive form of noun or pro- 
noun should always be used to modify a 
gerund or verbal noun. The reason for 
this is that the gerund, not the modifier, 
expresses the main idea. The sentence 
you give, ‘What prevents your going?’ 
is correct. The other sentence, ‘What 
prevents you from going?’ is merely an- 
other way of expressing the same thought 
and is also correct. The following 
sentences will further illustrate the use of 
the possessive case with a gerund: 

John’s playing has greatly improved. 

The error was due to Ais having been 
careless in making the calaculations. 


“Since the gerund performs the func- 
tion of a noun, it follows that a gerund 
may occupy any position in a sentence 
that a noun can occupy—subject of a 
verb, object of a verb, attribute com- 
plement, object of a preposition, objec- 
tive complement, or subject of an in- 
finitive. The sentence you give, Hoping 
to hear from you soon, I am Yours 
Truly,’ does not contain a gerund. It 
contains a participial phrase—hoping 
to hear from you soon. This use of a 
participial phrasé:at the beginning of a 
sentence is entirely proper and, in fact, 
is often preferable to some other form. 
However, participial closings in business 
letters, such as the participial closing 
above quoted, are undesirable because 
they have become stereotyped by ex- 
cessive usage. 

“T am not aware of any punctuation 
mark other than the colon in good usage 
after the salutation of a business letter.”’ 
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November Alumni 
Meeting 


NDUCTION of the class of 1925 
I was the outstanding feature of the 

November meeting of the Pace 
Alumni Association, held Saturday, 
November 12th, at the Machinery Club, 
New York. Alfred F. Upson, of the 
law faculty, was master of ceremonies. 
He read the creed ‘‘I Believe’’ written 
by the late Horatio N. Drury, to which 
the incoming members subscribed, after 
which they signed the articles and by- 
laws in the official register of the Associa- 
tion with quill pens specially provided 
for the occasion. Song leader Myer, of 
the accounting faculty, assisted by 
Eddie Earle at the piano, put graduate 
pep into the old-timers as well as into 
the novitiates. Good cheer and vitality 
literally radiated from Joe Myer when he 
got into action. The sedate members 
of the Machinery Club, fenced off in 
one-half of the great dining room by 
thin screens and eating a leisurely 
Saturday lunch, must have thought an 
overflow meeting from the Yale-Har- 
vard game was in progress beyond the 
protecting screens. 

Homer S. Pace gave a talk on his re- 
cent camping trip to the Rockies, il- 
lustrated by 50 stereopticon slides made 
from pictures taken on the trip. 

The novitiates were the guests of 
Pace & Pace at the luncheon. President 
Mendes was in the chair and Executive 
Secretary Schaeberle kept a watchful 
eye on details. 

An important club, this Pace Alumni 
Association—an association destined to 
grow and to become famous in the annals 
of accountancy. 


The 
Pace 


Public Speaking 
Club 


announces that 


Regular Meetings 
will be held 


on the .- 
First and Third 
Wednesdays 


of each month 
in the Club Room, 
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PACE STUDENT 


Restrictive Accountancy Legislation 
in New York State 


The following address was 
delivered at a luncheon meet- 
ing of the directors and guests 
of the American Society of 
Certified Public Accountants 
in New York City on October 
2, 1925, by Homer S. Pace, 
C.P.A.—THE EDITOR. 


DON’T know what I have to say of 

interest to you, but I may be able 

to say a word of interest with re- 
gard to legislative matters. 

As a society we have been somewhat 
discouraged in New York over the re- 
sults obtained in legislation thus far. 
We have had hearty support for the 
idea from many prominent business men, 
and practically all interests were united 
in our last campaign, but we haven’t 
yet obtained restrictive legislation. A 
significant thing, in spite of our inability 
to obtain the legislation is the fact that 
the credit men, as individuals, have 
given us their most hearty support. 

Many of the leading bankers of New 
York City, and a prominent banker of 
Buffalo, fresident of one of the largest 
financial institutions between New York 
and Chicago, were interested in our 
obtaining this legislation. A strong 
telegram, on behalf of our original bill, 
was sent to Governor Smith by one of the 
largest of New York’s leading banks, and 
an officer called my office daily to find 
whether or not the legislation had been 
approved by the governor. The bank 
was very much interested and I judge 
that the officers felt very keenly that 
it was to their interest and to the interest 
of their depositors, that we should have 
legislation of this kind. Whenever we 
met with opposition, it came from people 
who failed to understand that credit, 
which represents ninety per cent. possi- 
bly of the business of the country, is 
based entirely, or almost entirely, upon 
representations of a financial nature, 
and that the most important of these 
representations are those made in state- 
ments. This great credit structure is 
the basis of the business of our country. 
Credit is the keynote of modern trade. 
In order to safeguard credit, and to en- 
courage the development of credit 
operations, there is imperative need of 
disinterested technical verification of 
financial representations. If this impor- 
tant function of testifying and certifying 
to financial representations is left to any 
Tom, Dick, or Harry who aspires to do 
that work without having properly 
prepared for the responsibility, there is 
great danger to the credit structure and 
to the business of the country. You 
don’t have to talk very long to a credit 
man or a banker, therefore, to convince 
him of the need of legislation of this kind 
—he is likely to have developed the idea 


from his own experience in passing upon 
credits. 

But we didn’t organize our forces 
sufficiently in our united campaign. 
The first year, particularly, when we 
had our greatest chance of success, we 
didn’t thoroughly organize the senti- 
ment that exists throughout the business 
community. We got into action late, 
and then only imperfectly. 

Another lesson we learned was ‘that, 
aside from organizing public opinion, 
we should not proceed solely as a society 
of certified public accountants. We 
found that the politicians look pretty 
generally to the public and are inclined 
to be suspicious of a small group, highly 
organized, that asks for something. 
Last year, therefore, all accounting 
interests got together as a committee, 
which included both certified and non- 
certified public accountants. By a 
fluke, the bill was not passed and our 
second attempt came to naught. 

Our committee in the New York 
Society reported last spring that they 
thought it would be best to proceed this 
year merely with a modification of our 
present law, rather than to ask for re- 
strictive legislation. The idea is to im- 
prove the present law, get a larger -oard 
of examiners and work along the lines 
of minor improvements. Dr. Downing, 
of the State Education Department, at 
one time last year suggested some such 
procedure, although, so far as I know, 
he hasn’t been approached this fall on 
that subject. 

We expect also to work eventually for 
legislation with respect to specific things, 
such as a law providing that the state- 
ments of corporations shall be audited 
by certified public accountants—a law 
along the lines of the provision for audit 
in the Companies Act of England. The 
state, having provided for certified public 
accountants, should in its own affairs, 
such as the filing of corporate statements, 
recognize the certified public account- 
ants. Legislation of this kind will be 
sought later on but probably not this 
year. 

“We pretty much agree in New York 
that we need restrictive legislation, but 
we see no immediate prospect of obtain- 
ing it. We have laid the basis for it and 
in all due time we shall bring it about. 
We still have the same Governor who 
vetoed the original bill, and there are 
other complicating situations, matters 
that will probably postpone the attain- 
ment of such legislation. 


The greatest opportunity we have to 
strengthen our profession as a whole and 
to strengthen this and other national 
societies and local societies, is for our 
members to get into public affairs in one 
way or another. After all is said and 
done, if we look ourselves squarely in the 
face, we have had many ingrowing 
tendencies. We have sold our time 
largely on the day basis, and each hour 


December 


has meant so many dollars and cents. 
For myself, I am perfectly willing to con- 
fess it. Many of us have been stingy 
with our time so far as community 
service is concerned. Many a time 
I have evaded some public responsibility 
because I thought that I couldn’t very 
well assume it and carry on my ordinary 
work. We have made great progress 
over the country in the last two years in 
developing a different ideal in respect to 
these things and I think just as we make 
ourselves felt in our’ various com- 
munities in public affairs—the affairs 
in which the certified public accountants 
may be presumed to have expert knowl- 
edge—just to the extent of such partici- 
pation we shall come into the good and 
favorable opinion of the community. 
We shall then be more nearly in the class 
of the lawyers who serve in all kinds of 
public capacities and of the doctors who 
serve in sanitary, health, and related mat- 
ters. My experience during the last 
two years has convinced me that the 
conditions are wide open for this type 
of service on the part of accountants. 
It is gratifying to observe the way in 
which our services have been recognized 
by the newspapers from one end of the 
country to the other. We have in 
public service an opportunity to serve 
both the public and ourselves. 

I have on my desk today a letter 
from the Chairman of the Crime Com- 
mission asking for my opinion, as Chair- 
man of the Bureau on Public Affairs of 
the American Institute, with respect to. 
certain aspects of the crime situation. 
Of course I am not an expert on this 
matter, but I have some ideas to give 
them. This request is a recognition of 
the accountancy profession—not of me 
personally. They know that the Amer- 
ican Institute has taken interest in 
certain important aspects of the crime 
wave. 

If I were holding a responsible posi- 
tion in your national society, which I am 
told is leading in point of number of 
members, and which may be destined to 
be the largest of the national societies, 
I would suggest that you give fully as 
much attention to serving the public 
in one or more of these ways as you do 
to serving your own interests directly 
in attending to matters of society busi- 
ness. I think if you will devote three- 
quarters of your energy and funds to 
public service, and one-quarter to the 
matters that serve your own immediate 
interests, you will find that the results 
will be better for your Society than they 
would be with the ratio reversed. 

We are now trying to do what we can 
to get the local societies interested in 
these things. I hope every reputable 
society of accountants in the United 
States, each in its own field, will become 
interested in serving the public. Such 
service is both a duty and a privilege— 
it helps others and it helps ourselves. It 
is justified from every conceivable angle. 
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Reports of Presidents of National 


Accountancy Societies 


The report of President Niven 
of the American Institute of 
Accountants for the year 1924- 
1925 is given below as pub- 
lished in the Journal of Ac- 
The 
report affords an instructive 
bird’s eye view of the progress 
of Accountancy. 


countancy for October. 


president of the Institute at the 

opening of each annual meeting to ad- 
dress the members and to render to them 
an account of his stewardship during the 
year that has closed. I now welcome 
you back to the capital city of the nation 
and to this annual gathering, and I ex- 
press the hope that our deliberations 
may bear much fruit for the advance- 
ment of our nation, our chosen profes- 
sion, and our society. We have many 
important matters to consider, and we 
can not hope, nor would it be profitable 
to expect, entire unanimity of opinion— 
but by the exchange of ideas and a sym- 
pathetic consideration of each other’s 
points of view, we can confidently, I 
believe, look forward to a useful so- 
journing together. We shall not lack 
either, during this convention, those 
lighter refreshments of mind and body 
which we have become accustomed to 
expect, and we shall in due course return 
to our homes rejoiced by the renewal of 
former friendships and encouraged by 
the new friendships which always result 
from these meetings. 

The reports of the executive and other 
standing committees, of the secretary, 
and of the treasurer, which will be sub- 
mitted to you, will contain, according to 
custom, the more exact information of 
the year’s proceedings to which you are 
entitled, and I refer you to them for 
details. They will be supplemented by 
some special reports also, to which your 
attention will be directed. My mission 
in addressing you is on the one hand of a 
general character, as relates to the past, 
and, on the other hand, to emphasize, 
if I may, what, in now surrendering the 
high office which you have permitted me 
to fill, I conceive to be the matters de- 
serving your special thought at the 
present time. 

The Institute, during the past year, 
has enjoyed, I believe, a continued but 
quiet progress. There has been a steady 
functioning of the activities previously 
established, for the firm and broad 
fioundations of which the credit is due to 
former administrations. 

It may not be inappropriate for me. 
however, to refer very briefly to some of 
the more oustanding matters of the 
year’s history: 


I: is the privilege and the duty of the 


The membership has continued to in- 
crease in about the usual proportion, 
without any extraordinary effort on the 
part of the administration, and now 
stands at 2,009, of whom 1,600 are mem- 
bers and 409 are associates. During the 
year we have lost by death fourteen 
members and associates including one 
former president of the American Asso- 
ciation of Public Accountants, our loyal 
friend, Edwerd L. Suffern, whose loss we 
mourn, but for whose untiring and un- 
selfish labors in the interests of our pro- 
fession, and of humanity at large, we 
feel we may amply rejoice. You will be 
asked to authorize a vote of condolence 
to his family on their bereavement. 

Our organization does not embrace all 
the accountants whom we should like to 
welcome to membership, and it behooves 
the present members to take steps, when- 
ever opportunity occurs, to invite their 
professional friends, non-members, who 
are qualified to become affiliated with us. 
I would in this connection again draw 
your attention to the liberality of our 
requirements for membership, particu- 
larly as regards certified public account- 
ants, who are not called upon, as is so 
frequently believed, to submit to further 
practical examinations, provided their 
record shows that they have already 
passed tests which satisfy our board of 
examiners. This also leads to a word on 
the subject of reciprocity between our 
own organization and other similar 
societies, and, what is perhaps even more 
important, between the boards of ex- 
aminers of the various states. We have 
ourselves largely met the question as I 
have indicated by admitting to member- 
ship in the Institute all who, being other- 
wise eligible, have passed tests which are 
equivalent, in the judgment of our board 
of examiners, to those imposed by our- 
selves. The matter of reciprocity be- 
tween states in the granting of certified 
public accountants’ certificates has never 
been uniformly satisfactory, and any in- 
fluence which we as an organization, or 
our members individually, can exercise to 
bring about a more satisfactory condi- 
tion should be directed to this end. 

It is a matter of satisfaction to record 
that several most successful regional 
meetings have been held during the year, 
some of which your president has been 
privileged to attend. The more one 
has the opportunity of taking part in 
these meetings, at which fortunately the 
time need not be devoted to business, 
but is almost entirely given over to the 
reading of technical papers and discus- 
sions and to opportunities for fraterniz- 
ing, the more does one appreciate what 
an important function they perform. 
To those who have not attended any such 
meetings in the past, I urge that they 
make arrangements to do so in future, 
and I venture to prophesy that if they 
only make a beginning they will acquire 


the habit. There have not been many 
meetings in the far west, however, and, 
while I recognize the difficulty of organ- 
izing them in those regions where the 
distances are great, I should rejoice to 
see more activity in this direction in these 
regions. In this connection progress 
can also be reported in the studies for 
division of the country into districts, to 
the end, ultimately, of comprehensively 
covering the whole United States. There 
is something to be said, however, for the 
somewhat loose organization under which 
regional meetings have been developed, 
and I suggest caution against the intro- 
duction of any too elaborate organization 
for these meetings. 

Akin to this is the development of 
chapter activities, but with regard to 
this I can not help expressing the per- 
sonal conviction which I have always 
held, that we ought to avoid any possi- 
bility of clashing with state societies. 
In all our chapter activities, we should 
cooperate to the largest extent with state 
societies and in every way possible avoid 
duplication of effort. 

This leads to a reference to our rela- 
tions with the American Society of 
Certified Public Accountants, with whose 
representative a committee of the In- 
stitute met during the year, to discuss 
matters of mutual interest. The ques- 
tion even of amalgamation was discussed, 
but while this was not considered feasible, 
the principle of codperation was, I am 
glad to say, cordially accepted by both 
committees, which I hope may bear 
much fruit. 

The committee on state legislation has 
continued to do a vast amount of quiet 
and unobtrusive, but none the less 
valuable, service at several points 
throughout the country. One service, 
instituted this year, which is regarded as 
most valuable, has been to have the 
offices of the Institute regularly advised 
of legislative activities in C.P.A. mat- 
ters throughout the country, which has 
enabled the chairman of our state legisla- 
tive committee and the secretary to give 
timely notice to local members. 

The bureau of public affairs has con- 
tinued the very valuable activities which 
were inaugurated during the previous 
year, and the Institute and the pro- 
fession at large owe a lasting debt to the 
gentlemen who have conducted its 
affairs during this formative period. 
The work this year has assumed more 
of the nature of the natural develop- 
ment following upon the special bulletins 
issued during the previous year, which 
gave rise to a vast correspondence. One 
bulletin devoted primarily to the subject 
of credit frauds was issued during the 
year, the publication being almost co- 
incident with the inauguration of the 
campaign launched by the National 
Association of Credit Men to combat 
this. evil, and it elicited much favorable 
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comment, being generally looked upon 
as one of the most valuable contributions 
for information on the subject. The 
bureau has also developed its plans for 
the stimulation of public service amongst 
the members, with visibly increasing re- 
sults, and our members and public 
accountants generally are more and more 
taking their part in public affairs. 

The committee on federal legislation, 
in conjunction with the bureau, is now 
making preparations to contribute its 
share to the development of the ap- 
proaching amendments to the federal 
taxation laws, giving attention, as is 
proper, more particularly for a pro- 
fessional body such as our own, to the 
administrative side of the problem. 

These activities, however, can not be 
conducted without expense, and the 
members are accordingly reminded that 
this valuable work has been financed 
very largely in the past by special con- 
tributions made by a comparatively 
limited section of our membership. One 
of the important matters which will now 
engage our attention will be the develop- 
ment of adequate financial plans for the 
continuation of this important work, if 
it is the desire of the organization that it 
should be continued, and while the 
majority of our practising members, 
judging from the results of the question- 
naire on this subject issued by the ex- 
ecutive committee, are enthusiastically 
in favor of the continuation of the work, 
the indications with regard to its financ- 
ing are not so satisfactory. The prob- 
lem is a real and difficult one, however, 
and must be faced with resolution. 
Whatever is decided, the obligation of 
raising the necessary finances must be 
removed from the committee itself, the 
members of which are entitled to be 
given whole-hearted support and relief 
from this responsibility, so that they 
may be enabled to devote all the time 
which they can spare from their other 
duties to the actual bureau activities. 

The work of an organization such as 
ours is never completed; new subjects 
for study and action continually arise 
and are always in process. We have 
still under consideration, for instance, 
the matter of codification of annual 
statements under state corporation laws 
and the question of insurance of account- 
ants against error in their reports. 


You will be asked to give considera- 
tion to certain proposed amendments to 
the constitution and by-laws. These 
include a proposal to restrict member- 
ship in future to certified public ac- 
countants. I am not sure whether any 
discussion of this subject is entirely ap- 
propriate in this address, but I am going 
to take the liberty of expressing my 
personal opinion. Just as this organiza- 
tion has at all times been, so am I in the 
most whole-hearted spirit in favor of 
everything which will add to the dignity 
and importance of the C. P. A. by wise 
and reasonable legislation throughout 
these United States. In the face, how- 
ever, of possible legislation of an im- 
prudent character, to which the many 
state legislatures throw us open and 
which unfortunately has not been en- 
tirely absent, and, even more, in view 
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of the fundamental principles on which 
the Institute was organized, expressed 
in the report of the special committee 
on form of organization (see Year Ecok, 
1916), I doubt the wisdom of restricting 
our membership in the manner proposed. 
If I could see any advantage accruing 
thereby to our profession I would not so 
express myself, but I have thought long 
and earnestly on the subject and as I 
see the situation at present I am forced 
to this conviction. I do think, however, 
and I commend this to the consideration 
of the board of examiners, that the time 
has perhaps now come when oral ex- 
aminations may with propriety be dis- 
continued, except as a supplement in 
some cases to the regular written ex- 
aminations, and in other special cases, 
where deemed desirable, of candidates 
who have already been granted C. P. A. 
certificates or who are members of other 
societies of equal standing. 

In concluding, may I once again re- 
mind you of what we as a body have en- 
deavored to accomplish. In our own 
field and way, as a body of patriotic 
citizens, we have endeavored to foster 
our profession. This leads to the ques- 
tion, What is a profession? In Julius 
Henry Cohen’s The Law, Business or 
Profession you will find the following— 
itself a quotation from another writer: 


“A profession .. . isnot merely a group 
which is organized exclusively for the 
€conomic protection of its members, 
though this is normally among its pur- 
poses. It is a body of men who carry 
on their work in accordance with rules 
designed to enforce certain standards 
both for the better protection of its mem- 
bers and for the better service of the 
public. . . . The essence of these rules [is] 
that it assumes certain responsibilities 
for the competence of its members or 
the quality of its wares, and that it de- 
liberately prohibits certain kinds of 
conduct on the ground that though they 
may be profitable to the individual they 
are calculated to bring into disrepute 
the organization to which he belongs .. .”’ 


He adds that the profession em- 
phasizes as its 
“criterion of success the end for which 
the profession, whatever it may be, is 
carried on, subordinating the inclination, 
appetites and ambitions of individuals 
to the rules of an organization which has 
as its object to promote the performance 
of function.”’ 

Elsewhere Mr. Cohen points out the 
following in elaborating upon the pro- 
fessional ideal: 


“Wherever the fiduciary relationship 
exists, wherever trust and confidence are 
reposed in a professional man and un- 
biased judgment is required, any interest 
which tends to divert his attention from 
unbiased devotion to the cause put in his 
charge is deleterious and deserving 
condemnation as unprofessional. Ad- 
vertising, soliciting, splitting of fees or 
receiving outside compensation are but 
illustrative of the diverting influences 
against which the professions must be on 
guard.”’ 


I could quote further, but time does 
not permit. I believe, however, that 
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our organization has conscientiously en- 
deavored to approach the highest stand- 
ards and that it has been measurably 
successful. And this success is some- 
thing which belongs to its members, no 
matter where they may be, east or west, 
north or south, and as such properly re- 
dounds to their credit. I have faith 
therefore in our organization and look 
forward to its increased usefulness, both 
for the public and for its members, pro- 
vided only its members all over the 
country give it the support and interest 
to which it is entitled. Let us here and 
now make a mental promise to ourselves 
and to each other that each will do his 
part. The association is democratic in 
its organization and there will be no lack 
of opportunity for service either within 
the actual limits of organization activi- 
ties or in the broader fields of public 
service. 

I would not sit down without adding - 
my testimony to the continued loyalty 
and unselfish devotion to the interests 
of your organization on the part of the 
secretary and his associates. Some of 
you may have a limited conception of the 
labors and anxieties which are theirs, 
but it is only your officers who have been 
in continued relationship with them who 
can realize what the organization owes to 
them. They have at all times cheer- 
fully met our demands and these have 
not, perhaps, always been entirely 
reasonable. Much, if not the greater 
part, of our success is due to them and 
they ought to have our thanks and 
appreciation, which I now gladly tender 
to them. 

I would also, in closing, express my 
personal thanks and appreciation for 
the many courtesies and the assistance 
which have been afforded me during 
my year’s term of office. They will be 


a lasting and joyful memory to me in the 
years which follow. 


The report of President Pride, 
of the American Society of 
Certified Public Accountants 
for the year 1924-1925 is repro- 
duced below from the October 
issue of The Certified Public 
Accountant. Many details of 
interest to our readers will be 
found in this report. 


T hardly seems possible to me that 
another year has rolled by and I am 
about to retire as your fresident. It 


has been a pleasure to serve you. The 
pleasant memories in connection with 
the activities of the year will never be 
forgotten. The hearty cooperation and 
willingness of all to assist in every way 
possible is what has made the work so 
delightful. There have been some diffi- 
cult problems to handle and it is not sur- 
prising there are a great many different 
points of view on various matters. Not- 
withstanding, I have enjoyed the past 
year, endeavoring to my utmost to ad- 
minister the affairs of our Society, so as 
not at this time to be criticized for my 
actions and feeling, I am better fitted to- 
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day than a year ago to serve you, having 
profited in knowledge and wisdom; it 
was a wise move from the organization 
of our Society to have a president serve 
for only one year, so that more persons 
might become more intimately acquaint- 
ed with the detail problems of the So- 
ciety. 

On my first visit to Washington, after 
being elected to the presidency, to go 
over the situation to see just where I 
was, it did not take Mr. Harrison, our 
Secretary, very long to convince me that 
in order to put our Society on the map 
and to be in a position to do constructive 
work, we must have our finances in bet- 
ter shape. To accomplish this we should 
have a larger membership. Our plan, 
therefore, was to give our undivided at- 
tention to a membership campaign and 
subscriptions to The Certified Public 
Accountant. ; 

While we have not accomplished all 
we had hoped to, it is pleasing and grati- 
fying to report a membership of 2,039 
and 1,400 subscriptions to The Certified 
Public Accountant. 

The following story of the growth of 
The American Society of Certified Pub- 
lic Accountants must impress you: 
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During the year ending August 31, 
1924, the number of members increased 
39 per cent, and during the last year, 
ending August 31, 1925, 84 per cent. 


Committees 


One of my first duties was the ap- 
pointment of various committees. The 
chairmen of these committees are as fol- 
lows: 

D. W. Springer, Chairman of the Leg- 
islative Committee. 

Homer A. Dunn, Chairman of the Com- 
mittee on Relations with State So- 
cieties. 

A. C. Upleger, Chairman of the Com- 
mittee on a Code of Ethics. 

John T. Madden, Chairman of the Com- 
mittee on Professional Education. 

Alexander S. Banks, Chairman of the 
Committee on Membership. 

Edward R. Burt, Chairman of the Com- 
mittee on the Advertising Depart- 
ment of ‘“‘The Certified Public Ac- 
countant.” 

Frank Wilbur Main, Chairman of the 
Committee on Publication. 

Homer A. Dunn, Chairman of the Com- 
mittee on Revision of the Constitu- 
tion and By-Laws. 

The reports from these various com- 
mittees will enlighten you regarding their 
activities and accomplishments. 

The F-oard of directors of The Amer- 
ican Society of Certified Public Account- 
ants in their report to the general meet- 
ing of the Society in Detroit, Michigan, 
on September 12, 1924, recommended: 

“That the annual meeting of the So- 
ciety authorize the fresident, in case 
the American Institute names a com- 
mittee as sugg sted by the report, to 
appoint a similar committee from the 
Society and, in case the joint committee 
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agrees upon a policy of cooperation 
which, in its judgment and in the judg- 
ment of the Foard of directors of The 
American Society, is feasible, the secre- 
tary of the Society is directed to then 
present the same to the members by 
mail for their information and consider- 
ation.” 

Your fresident and Messrs. Banks, 
Dunn, Goodloe, Main, and Springer, the 
committee of our Society, met President 
Niven and Messrs. Atkins, Hurdman, 
Masters, and Nau, the committee of the 
American Institute of Accountants, in 
New York City on March 18, 1925, as you 
were informed in the April issue of The 
Certified Public Accountant. 


Relations with the American In- 
stitute of Accountants 


You are all familiar with the memo- 
randum prepared by the committee of 
the American Institute. I wish to quote 
only one paragraph from this memo- 
randum: 


“There is a great appeal in the sug- 
gestion that there should be one all-in- 
clusive body and the committee has giv- 
en much thought to the suggestion that 
there should be a consolidation of all 
national accounting organizations. Al- 
luring as this suggestion may be the com- 
mittee regrets that it has been compelled 
to reach the conclusion that such fusion 
is not practicable and in many ways 
would not be desirable. The Institute is 
primarily an organization of selective 
membership. It can not admit every- 
one who may happen to make applica- 
tion based upon qualifications not equiv- 
alent to its standards. There are, and 
for many years will be, large numbers of 
certified public accountants who are not 
in public practice and many of them 
have never even demonstrated their ca- 
pacity for professional work by an ex- 
amination. To admit men who are not 
professional accountants and have not 
given proof of their ability would be to 
render ineffective much that the Insti- 
tute has done for the betterment of the 
profession.”’ 

Because The American Society could 
not abandon its basis of membership; 
namely, the state C. P. A. certificate, 
and the American Institute’s commit- 
tee indicating that it would not consider 
limiting the membership in their organ- 
ization or resulting organization to state 
licensed certified public accountants, it 
was agreed amalgamation was impos- 
sible at the present time. 

Their committee further felt that to 
admit only C. P. A’s to the American 
Institute or to any amalgamated organ- 
ization would be to lower the present 
standards of the American Institute. 
The committee of The American Soci- 
ety did not subscribe to this theory. 

When the committees adjourned, the 
matter of points relating to cooperation 
was placed in the hands of the two 
Fresidents of the two societies. On 
April 16, I wrote to Mr. Niven as follows: 

“As soon as your report is ready for 
our mutual consideration along lines of 
contact and cooperation I hope you will 
advise me.”’ 


This matter received no further atten-- 
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tion until a letter came from Mr. Niven 
on August 21, indicating his desire to 
have a conference with me on this sub- 
ject Due to the fact that I was away 
from my office for a few days, thiscom- 
munication did not have my attention 
until August 26. Notwithstanding this 
matter was deferred by Mr. Niven to a 
very late date, I did endeavor to arrange 
for a conference, but being called to 
Washington on Society matters and hav- 
ing further considered the advisabiliy 
of this conference at so late a date, not 
giving me an opportunity to bring the 
subjects discussed by us to the attention 
of my committee for them to consider 
and be embodied in this report, I tele- 
graphed Mr. Niven from Washington, 
canceling my engagement for September 
1st and wrote him from Washington as 
follows: 


“Your letter of August 27th, written 
from Saunderstown, Rhode Island, was 
duly received by me and I anticipated 
at the time that it would be convenient 
for me to meet you Tuesday morning, 
but last Saturday I was called to Wash- 
ington. 


I should have enjoyed very much con- 
ferring with you regarding the report to 
be made to our respective conventions, 
but I feel, at this late date, I would not 
be able to get my committee togeth‘r to 
report to them the result of our confer- 
ence, and as you and I are both going 
out of office, I am inclined to believe the 
best thing to do is to turn the whole 
matter back to our respective conven- 
tions in hopes they will continue with the 
same committee and endeavor to ac- 
complish good results in the next year.’” 


In view of the fact that every state 
in the United States has a C. P. A. law 
and six of these states; namely, Mary- 
land, Louisiana, Tennessee, Michigan, 
North Carolina and Illinois; have re- 
cently passed laws limiting the practice 
of public accountany to state licensed 
certified public accountants and regis- 
tered public accountants, and that a ma- 
jority of the other 42 states ere consider- 
ing regulatory legislation, the time is 
rapidly approaching when only public 
accountants recognized by government: 
al authority will be permitted to practice 
anywhere in the United States. As this 
time approaches, the basis of member- 
ship in The American Society will be- 
come more and more important and not- 
withstanding the lack of progress report- 
ed by your committee appointed to 
meet the committee of the American 
Institute, I hope that this movement to 
bring about one strong, national organi- 
zation of certified public accountants 
may continue. 


Lives of great men all remind us 
We can make our lives sublime, 

And, departing, leave behind us 
Footprints on the sands of time 

Footprints, that perhaps another, 
Sailing o’er life’s solemn main, 

A forlorn and shipwrecked brother, 
Seeing, shall take heart again. 

Let us then be up and doing, 
With a heart for any fate, 

Still achieving, still pursuing, 
Learn to labor and to wait. 
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Directors’ Meetings 


During the year the directors have 
had two meetings in Washington. 

The first meeting was held December 
2, 1924, followed by a meeting called in 
response to a resolution of John B. Tan- 
ner of Chicago, adopted at our last an- 
nual meeting, at which meeting all mem- 
bers of state -oards of accountancy 
and all officials of state societies of cer- 
tified public accountants were invited 
for the purpose of discussing C. P. A. 
legislation, to the end that more uni- 
formity in laws be secured and that 
opinions in reference to their adminis- 
tration might be exchanged. A full re- 
port of this meeting was contained in 
the January issue of The Certified 
Public Accountant. This was a very 
profitable meeting to us all, and will be 
commented on by the chairman of the 
Legislative Committee. 

Our second meeting was held in June, 
at which time the directors went into 
the finances very carefully. Details 
with reference to their action will be 
found under the heading Finances. 
They also considered the changes inthe 
constitution and by-laws which will be 
dealt with by Mr. Dunn, chairman of 
the Committee on Relations with State 
Societies, and the result of the ballot 
will be reported by the Secretary. 

I believe we have now reached that 
point where a very definite and specific 
plan of things to be undertaken during 
the coming year should be mapped out; 
and as early as possible the directors 
should inform our members as to the 
budget of our activities and their sym- 
pathy and cooperation assured. 

I suggest the following for the con- 
sideration of the incoming directors: 


1. The incorporation of The Certified 
Public Accountant. 

2. Preparation of C. P. A. examina- 
tion questions to be sent to various 
State Loards a month or two in advance 
of their examination time. 

3. Appointment of a committee on 
standard procedure. 

4. Student and technical section, or 
the forum. 

5. Committee on Reciprocity. 

6. Define duties—directors and state 
Tepresentatives. 

7. Endeavor to secure a first-class 
publicity man. 

8. Committee on Federal Revenue 
Laws. 

The following is an explanation of 
these suggestions: 


The Incorporation of “‘The Certified 
Public Accountant’’ 


We have up to the present time 
been mailing The Certified Public 
Accountant to all C. P. A’s in the 
United States for whom we have ad- 
dresses. Our mailing list is now approx- 
imately 10,000. Indirectly it has made 
us what we are. We have received our 
publicity through the magazine at a 
minimum cost. We figure it costs us 
8% cents per copy or about $1.00 per 
year. 

For the year ended August 31, 1924, 
I find that the cost of printing the maga- 
zine was approximately $350 per month, 
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while this year, in the enlarged form, it 
has cost us approximately $650 per 
month, an increased expenditure of 
about $3,600 this year. Furthermore, 
during the prior year a saving was made 
by printing double numbers twice, which 
effected a saving of approximately 
$700, whereas during the past year we 
have issued a number each month. 

The question to be considered is, Do 
we want to continue indefinitely at ap- 
proximately an expense of $5,000 per 
year sending the magazine to those 
C. P. A’s who have not signified their in- 
tention of being members or becoming 
subscribers? 

Mr. Chappell was employed primarily 
to build up our subscriptions and he has 
been doing splendid work. My sugges- 
tion is to discontinue sending our maga- 
zine to those who have been receiving it 
for a year or more, but continue sending 
it to all who have not received it for a 
year, and all new C. P. A’s for at least 
one year. This will enable us to obtain 
second-class mailing privilege and be 
helpful in increasing our advertising, 
which would effect a saving of $1,500 a 
year in postage and give standing to the 
magazine as an advertising medium. 

I hope to see The Certified Public 
Accountant incorporated and put on a 
paying basis. 


Preparation of C. P. A. Examination 
Questions to Be Sent to Various 
State Boards a Month or 
Two in Advance of Their 
Examination Time 


We have published each month, com- 
mencing with the December issue of 
The Certified Public Accountant, the 
examination questions given recently by 
some states as follows: 


December—Pennsylvania. 
January—Massachusetts. 
February—Wisconsin. 
March—Connecticut. 
April—Ohio. 
May—Georgia. 
June—District of Columbia. 
July—Michigan. 
August—North Carolina. 

We feel this is appreciated by all 
readers of the magazine. Since many, 
especially those board members who 
may desire to see the standard of ex- 
amination set by the other states, have 
mentioned how helpful the American 
Society could be to state toards in pre- 
paring examination questions, I feel the 


incoming board should give this matter - 


careful consideration. 


Appointment of a Committee on 
Standard Procedure 


Several have called this to my atten- 
tion. This committee should be open 
for the consideration of any accounting 
topic. Any person wishing an opinion 
on a topic should be permitted to send in 
questions. They should then be pub- 
ished in the magazine ‘and replies or 
opinions thereon should be sent by 
various members to the committee, who 
would render a decision. 


Student and Technical Section, 
or The Forum 


Nearly all of the members of our So- 
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ciety who are teaching have suggested 
that there should be a section of the 
magazine devoted to the students’ prob- 
lems and technical questions and that 
such a department should be under the 
charge of a special editorial committee. 
I recommend that this matter receive 
serious attention as well as the addition- 
al question of promoting a lively interest 
a forum for all accountants in which 
they may discuss any problem relating 
to the profession. 


Committee on Reciprocity 


The question of one state recognizing 
the C. P. A. certificates of another on a 
reciprocal basis continues to be one of 
the annoying questions confronting the 
profession. I would suggest that the 
board of directors appoint a special 
committee to investigate this whole 
question during the coming year and 
make a thorough report to the next an- 
nual convention. 


The duties of the Legislative Com- 
mittee, while embracing some features 
of this problem, do not give the mem- 
bers of the committee time or occasion 
to make as thorough and complete a sur- 
vey of this whole question as I have in 
mind; especially is this true in view of 
the fact that greater attention is now 
being directed to the question of re- 
strictive legislation which will absorb 
more and more of the time of the Legis- 
lative Committee. 


Define Duties—Directors and State 
Representatives 


As previously stated, our member- 
ship campaign has required practically 
all of our attention the past year, but 
now with the increased membership I feel 
we shall be at ease regarding finances 
and it is hoped that our directors and 
state representatives will assume it 
their duty to continue the membership 
work, giving the Secretary more time to 
secure data relative to the happenings 
in the profession. This is not intended 
to criticize the present personnel be- 
cause in the main they have stood ready 
to perform such duties as were outlined 
for them. We are only arguing for a 
more complete exposition of the duties 
of these positions. 

I wish that we could have the duties 
of the state representatives more clear- 
ly defined so that we might use pressure 
on each Trepresentative to render a re- 
port on the activities in his State at 
stated periods. 


For instance, I think that it should 
be one of the duties of the representa- 
tive to write a report at least once a 
month, say on the 10th, regarding the 
situation in his State. 


Furthermore the directors who hold 
office by reason of election as such from 
the ten districts should be required to 
render similar reports and, furthermore, 
that any director or repesentative who 
failed to ‘make such reports for three 


* consecutive months would be subject to 


being removed and the board of direct- 
ors appoint a successor to serve until the 
next regular election. 


The point I am endeavoring to make 


1925 


is that if the American Society is to 
maintain a representative organization 
and develop a working system, it is nec- 
essary for each to have the duties and 
tesponsibilities of the various officers, 
and directors and state Trepresenta- 
tives defined, and that these duties be 
executed by them. 


There are men in the Society who will 
serve efficiently. Our trouble so far has 
been that we lent sanction to the theory 
that the position of the directors and 
State representatives is that of a figure- 
head and which had very nominal duties. 


Endeavor to Secure a First-Class 
Publicity Man 


The Society should endeavor to se- 
cure the services of a man who could 
devote at least one-half of his time 
traveling through the country, visiting 
the various state societies, attending 
banking, trade, and professional conven- 
tions, representing the Society and the 
certified public @ccountant. He should 
be a C. P. A. able to speak the language 
and appreciate the problems of the cer- 
tified public accountant. 


I recommend that the incoming 
directors set up a budget for the coming 
year and this matter be taken care of. I, 
also, at this time, in referring to a budget, 
wish to call your attention to the two 
following matters: 


Mr. John T. Madden, of the New York 
University, under date of August 8th, 
wrote me that he had been advised by 
Professor J. Anton de Haas, who is now 
in Europe, that there will be an Inter- 
national Congress of Accountancy held 
in Holland. He presumes that this will 
be held next summer, although he has 
written for exact data as to the dates and 
further particulars. Professor de Haas 
advises him that the English, German, 
French, Italian, Austrian, and Swedish 
accountants’ associations will be officially 
represented. The Minister of Finance 
will open the Congress, and the members 
will be the guests of the Dutch Govern- 
ment. More than $20,000 has already 
been gotten together to defray the ex- 
penses. He has written to Professor 
de Haas giving him the names of the 
officers of our Society and of the other 
accounting organizations, and he pre- 
sumes that in due course an invitation 
will be extended. 

On August 10, 1925, an invitation was 
extended to this Society by Cecil E. 
Race, Secretary-Treasurer, The Dominion 
Association of Chartered Accountants, 
University of Alberta, Edmonton, 
Alberta, to be represented at the 
Twenty-third Annual Meeting of that 
Association. 

I feel our Society should be represented 
at each of these meetings and the ex- 
penses provided for in the budget. 


Committee on Federal Tax 
Legislation 


Our Legislative Committee deals with 
accountancy legislation and I feel a 
separate committee should have this 
matter in charge. 


PACE STUDENnT 


The Congressional committee will 
meet in October, I believe, for the con- 
sideration of amendments and I feel we 
should have a committee look after our 
interest in relation to federal tax 
matters. 


Finances 


A satisfactory budget could not be 
prepared at the beginning of my ad- 
ministration. As your chief. officer, I 
did not counsel the curtailment of any 
expenditures necessary to carry on the 
activities of the work already begun, 
but instead we have expanded through- 
out the year in accordance with our 
growth. This made it doubly necessary 
that considerable attention be directed 
to finances to the end that there might 
not be a deficit at the end of the year. 


From the financial report which is 
being presented to you by the treasurer, 
it will be noted that at the beginning of 
the year there was a deficit of $5,468.58. 
While we had hopes of wiping out this 
deficit during this year with an in- 
creased membership this ambition has 
not been realized. However, we have 
reduced the deficit $2,987.71. At the 
beginning of my administration I im- 
mediately recognized the cramped quar- 
ters in which The American Society was 
housed and arranged for the taking of 
larger quarters in the same building at 
added expense, and, therefore have added 
$2,073.55 to the permanent equipment 
of the Society. The present equipment 
of the secretary’s office should be ample 
for the coming year. 


Mr. Chappell, who is a certified public 
accountant, has had charge of the book- 
keeping and accounting records of the 
Society and we are now able to give more 
complete records of the finances than we 
were when we were handicapped by 
the lack of assistance. 


Our Society is in a better financial 
position today than it was a year ago 
but we do feel that it would be nice if 
the members of our Society would see 
to it that this indebtedness is taken care 
of at this time before our convention 
adjourns and start the new year with a 
clean slate so as not to handicap the 
incoming administration in preparing 
their budget and giving them a greater 
opportunity, as I have suggested, in 
enabling them to incur an extra expense 
during the coming year for a publicity 
man. 

I submit the following approximate in- 
come for our budget: 


Annual dues of 2,000 mem- 


bers at $15.00. . ......... $30,000.00 
1,500 subscribers to “The 

Certified Public Ac- 

countant’ at $2.00...... 3,000.00 
Increased membership next 

year of at least 1,000 at 

$210:00% 0... .. . nee 10,000.00 
1,000 average membership 

dues at $7.00....5. -@&... 7,000.00 
Increased subscriptions to 

the magazine 1,000 at 

$200 2 ice...:. . ae 2,000.00 
Advertising... .. ...3e22...~ ~5,000.00 


An approximate income of.. $57,000.00 
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Conclusion 


In conclusion, I wish to thank all 
who have assisted us in our year’s 
activities and I desire at this time to 
particularly thank Mr. Harrison, our 
secretary, and all of his office force for 
the sincere co-operation which he and 
they have extended to me, and I assure 
you all from a careful study of the 
existing conditions, we now have not 
only an efficient plant but also a well 
organized office equipped to do excellent 
work. 


Vocational Letter 
- HAD a fine visit with your son 
I this morning, and have asked our 
Agency to do what it can to obtain 
suitable employment for him. The dif- 
ficulty of obtaining a suitable place is 
due to his lack of specific technical train- 
ing in some phase of business. 


“I took the liberty of advising the 
young man vocationally, as I have ad- 
vised many hundreds of others who have 
come to me. I advised him, if it is at 
all possible to do so, to complete his 
college work. His mental abilities are 
such that he would profit from such 
work, both culturally and vocationally. 
If this is impracticable, he should obtain 
some position in business and imme- 
diately undertake definite training in 
law, accounting, business organization, 
and related subjects, either at Pace In- 
stitute, which has an active enrolment 
of 1500 students in these subjects, or 
at New York University, Columbia, 
or City College, each of which conducts 
a school of commerce with evening ses- 
sions. I gave him some biographical 
sketches, which I have asked him to 
read, and which may be of interest to 
you Finally, I advised him against a 
technical-school education. I do not 
believe his natural aptitudes lean par- 
ticularly in this direction; and it would 
be vocationally unsound for him to take 
such a course with the idea of using it 
for selling purposes in some opening 
that he thinks he will have available upon 
the completion of such work. Approxi- 
mately one-half of the students in en- 
gineering schools fail to graduate, due to 
their lack of capacity in mathematical 
subjects; and the rewards are low in 
comparison with those obtained in other 
professions that require like mental 
abilities and technical training. 


“Your son asked me about the study 
of law. I think he has good natural 
abilities for law; but if he aspires to this 
profession, he should complete his 
general college work before entering 
upon law study. The time is coming 
when a lawyer without full academic 
education will be seriously handicapped 
in his work. 


“If you and your son care to meet me 
sometime for a fuller vocational con- 
ference, I should be glad to amolify or 
further explain what I have told the 
young man.”’—Extract from letter 
written to a father after a vocational 
interview with his son. 
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““‘Character’’— Radio 
Talk from Station 
WMCA 


EADERS of The Pace Student 
will be interested in the radio 
work of Pace Institute now being 

given to the public through the courtesy 
of station WMCA. The following was 
broadcast Thursday evening, No- 
vember 5, by Harvey M. Kelley, of 
the Institute faculty: 


“The teachers of the Institute—Pace 
Institute, 30 Church Street, New York— 
believe that the upbuilding of character 
is as much apart of their duty as the de- 
velopment of technical accountancy 
ability. In its lecture rooms and in its 
publications, by precept and by example, 
the Institute has striven to develop in 
its students such qualities of character 
as would insure the worthy use of their 
technical abilities. 


““Much of this instruction in the funda- 
mentals of character has been given in 
the editorial columns of The Pace 
Student—a magazine that completes 
with this month ten years of uninter- 
rupted publication. For ten years, in 
war and in peace, in the face of printers’ 
strikes and despite paper shortages, this 
publication has appeared without lapse, 
always carrying, in addition to its re- 
view of current fiscal problems and ac- 
counting matters, a message of good 
cheer and an appeal for honesty and fair 
dealing. 

“May I read an editorial from The 
Pace Student, written by Homer S. 
Pace, of the firm of Pace & Pace—an 
editorial which has been widely copied 
and reproduced by many business or- 
ganizations? The editorial, entitled 
‘Character,’ is as follows: 


““Character—how good to the ear, how 
grateful to the heart, is this word of 
fibre, of substance, of integrity, of sweet- 
ness, of nobility! With it we have the 
dependence upon each other that gives us 
civilization— the organization of govern- 
ment and business; without it we have 
the antagonistic isolation of the in- 
dividual—the chaos of deceit, distrust, 
and destruction. 


“As the rugged and tenacious steel 
of the frame carries the brick, the floors, 
the very equipment of the modern build- 
ing, so character carries the stress and 
strain of the business structure. Busi- 
ness is a matter of faith, of action based 
upon the belief that the other person will 
work, will buy, will deliver, will repay 
as he agrees: and no contract is subtle 
enough and no court wise enough to 
safeguard fully against the person who 
agrees without intent of performance. 
Eliminate character from business and 
the economic structure of our civiliza- 
tion will fall, a shapeless heap of ruins. 


‘“Character is the accumulation that 
results from moral thrift—the develop- 
ment and conservation of that which is 
good—the denial of the waste of im- 
moral practices. Accumulate, therefore, 
the fibre, the substance, the frame-work 
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that we call character, as well as the 
dollars that are the mere bricks and 
mortar of your persOnal business struc- 
ture. 

“Harvey M. Kelley, of the faculty of 
Pace Institute, speaking for the Institute 
in its program of service to the public—a 
program to be given on the air, through 
the courtesy of Station WMCA, and 
by forums and public lectures at the 
Institute, 30 Church Street.”’ 

The Institute broadcasts, station 
WMCA, on Tuesday evenings at 8 
o’clock and on Thursday evenings at 
7:15 o’clock. Listen in! 


New Bonus Methods 


HE following notes on the ““Bonus 

Method’’ of remunerating em- 

ployees will, we hope, be of interest 
to Pace Student readers. The article by 
a graduate of Washington Pace Institute, 
is reprinted from the November issue 
of the Pittsburgh Accountant: 

“Employers who institute bonus sys- 
tems invariably find that they have their 
unexpected disadvantages as well as 
their expected advantages. Conse- 
quently, instead of having one, or a few 
kinds of bonuses, there are many plans, 
most of which aim to eliminate the de- 
fects of bonus compensation. 

“A plan devised Dy John E. Moore, 
Washington Pace graduate, now Secre- 
tary of George F. Muth, Inc., seeks to 
stimulate team work as well as individual 
enthusiasm. Quite often a bonus plan 
creates the feeling that each man is work- 
ing for himself, instead of organization 
loyalty. Some years ago a salesman 
refused to explain to the writer how a 
time recording machine worked merely 
because the client whom the writer 
represented would have to buy in an- 
other territory than that of the sales- 
man. Many other illustrations could be 
given of this defect in individual bonus 
plans. 

“Under Mr. Moore’s plan the several 
members of his organization are grouped 
by teams. The teams are ordinarily 
the employees in a given department. 
This tends to promote team work within 
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the department, because the bonus is to 
the group primarily and to the in- 
dividual secondarily. 


“Not satisfied with creating team 
work between individuals in a given 
department, Mr. Moore strives to create 
team work in the entire organization. 
This is done by the goal method. The 
accomplishment in the same month in a 
preceding year is first ascertained. 
This is adjusted for differing conditions 
as between that month and the current 
month. From the result a goal is set up, 
which the entire organization is keyed 
up to attain and in which the contribu- 
tion of each department is shown. 


“A novel method of bonus granting 
used in another corporation is based on 
the extent to which the employees use 
their opportunities to further the in- 
terests of the organization. The plan 
assumes that employees in the higher 
positions have more opportunity to do 
this than those in the lower positions. 
Accordingly, the superintendent would ~ 
receive, for a suggestion, a bonus of say 
ten dollars; for a like suggestion, a fore- 
man would receive twenty-five dollars; 
and for a suggestion of equal merit the 
workman would receive fifty dollars. 
The principle is that the foreman has 
more opportunity to find methods of 
improvement in procedures than the 
workman and-hence, that the workman 
should receive a larger bonus when he 
makes a meritorious suggestion.’ 


Michigan Association 
of C.P.A’s Elects 
Officers 


HE following men were elected as 

officers of the Michigan Associa- 

tion of Certified Public Account- 
ants for the year 1925-26: 


William T. McConnell....... President 
Mervyn B. Walsh....... Vice-President 
Albert M. Colegrove.........Secretary 
Richard Fitz-Gerald.....7 23 Treasurer 
jJ.~Lee Boothe... ... 335 Director 
F.C. Blomfield. . .%. 7S gepeinecror 
Bernard M. Ward ). [32ers 


Pace Agency 
For Placements, Inc. 


A Distinctive Placement Service 
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A Discussion of Dividends with Particular 
Reference to Stock Dividends 


ee ISRARY OF Cink: : ; 
An especially informative article based on the graduation thesis of 
Anna M. Grossman, Pace Institute, New York 
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HE formation and growth of the corporate 

form of organization has created no more 

intricate problem than that of stock divi- 
dends. Not only in accounting, but also in legal, 
tax, and other related fields of endeavor, the sub- 
ject of stock dividends has become a topic of 
continual discussion and disagreement. 

It is only after an extensive study of legal 
opinions, court decisions, articles written by the 
learned of the accounting field, and the like that 
the mind of the layman can attempt to pierce the 
haze surrounding this subject. It is the purpose 
of this thesis, therefore, to give a brief resumé of 
the subject of dividends (excluding the so-called 
liquidating dividend and returns of capital), with 
particular reference to stock dividends. 

A dividend is that portion of the profits and 
surplus funds of a corporation actually set apart, 
by a valid act of the representatives of the stock- 
holders, for distribution among its stockholders, 
according to their respective interests, payable in 
cash, in property, or in stock of the corporation. 
This definition, in its various elements, will now be 
considered. 

Legal rules governing payment of dividends: 
The law in this state with respect to the payment 
of dividends provides: 

“No stock corporation shall declare or pay any 
dividend which shall impair its capital or capital 
stock, nor while its capital or capital stock is im- 
paired, * * * unless the value of the assets re- 
maining after the payment of such dividend * * * 
shall be at least equal to the aggregate amount of 
its debts and liabilities including capital or capital 
stock.” — ‘ 

Thus, the general rule in connection with divi- 
dends is that dividends can be declared and paid out 
of surplus profits only—what remains after deduct- 
ing from the true value of all the assets of a corpora- 
tion, the amount of all the liabilities plus the 
capital stock. The reason underlying this rule is 
that it would work a detriment to the interests of 


sthe ereditors of a corporation, who extend credit 


to it on the faith of its invested capital, to permit 
such capital to be diverted by a distribution 
among the stockholders as dividends. 

Factors regarding declaration and type of 
dividend: In order to work no detriment to the 
interests of the creditors, and also in order to im- 
pose no additional hardship on the stockholders, 
certain factors have to be considered before deter- 
mining the type of dividend to be declared (i.e. 
formally authorized), and the time when it shall be 
declared. Aside from the fact that there must be 
a surplus out of which a dividend can legally be 
declared and paid, the following questions are 
usually considered before a dividend is declared: 

1. Is the cash position of the company such as 
to justify a distribution of cash at the present 
time? 

2. What are the future prospects of the business | 
itself and the general economic situation of the 
country? If, for example, the company is expand- | 
ing rapidly and needs cash, which can be raised 
only at a high premium on account of external 
conditions, the corporation may be justified in ! 
withholding cash and in declaring another type of 
dividend. 

3. If a cash dividend can not be paid, and some , 
distribution should be made to satisfy the equities , 
between present and future owners, shall a divi- 
dend be declared in property, in capital stock, or ' 
in stock that may later be converted into cash ° 
when the cash resources of the company may be 
more plentiful? 

4. When earnings are unusually large, shall a 
stock dividend be issued as a step in the readjust- | 
ment of the capitalization? If, for example, the 
corporation is earning at the rate of forty per cent. © 
on its outstanding stock, it may declare a stock | 
dividend in order to reduce the apparent rate of 
earnings to some lower percentage. Unless this 
apparently large rate is brought down by a stock 
dividend, the company may incur the displeasure 
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of customers who feel that they are paying too 
much for the company’s product and may invite 
some form of governmental action on the basis of 
alleged monopoly. . 

Who are entitled to dividends: In the 
absence of agreement to the contrary, each stock- 
holder has an interest, in proportion to the amount 
of his stock, in all corporate property and has a 
right to share in any surplus profits arising from its 


use and employment in the business of the corpora- © 


tion. This right, insofar as the corporation is 
concerned, does not depend upon the time when he 
actually becomes a stockholder, but attaches when- 
ever he becomes a stockholder of record. Thus, 
the persons entitled to receive dividends are those 
who are the recorded holders at the time the stock 
books are closed, although the dividends may be 
payable at a future date, without regard to the 
time during which the dividends were earned. 
Therefore, we see that the corporation is protected 
in the payment of dividends to the holders of 
record in all cases except where the payment is 
made in spite of notification of a transfer. 

This right to receive dividends does not material- 
ize until the dividend has been declared by the 
board of directors. Once the dividend is declared 
by the directors, and notice given of such declara- 
tion, the stockholders’ rights thereto accrue, no 
matter when the earnings were made nor the 
source from which acquired. The ‘dividend be- 
comes an obligation of the corporation and is 
regarded as a debt which is deductible from the 
corporate assets. 

The board of directors is empowered with 
certain rights, and its discretion is presumed to be 
sound unless fraud or unreasonableness is present. 
Thus, the board may deem it necessary to with- 
hold profits for certain reasons, which may not be 
apparent to the stockholders. The courts recog- 
nize the soundness of the judgment of the board; 
and in all cases courts of equity will not substitute 
their discretion for that of the board of directors 
and will not compel payment of a dividend unless 
lack of discretion is proved. Then only will the 
courts authorize the payment of a dividend. 

Due to the fact that determination of whether a 
dividend shall be declared rests entirely with the 
directors, they are personally liable for any 
damages that result because of illegal or improper 
dividends. Each director is presumed to have had 
knowledge of the character of the dividend and to 
have consented thereto, if present at the meeting, 
unless he has specifically dissented and has had a 
notation of this fact made in the minutes. 


Classification of Dividends 


Before specifically treating the subject of stock 
dividends, a brief outline of the classes of dividends 
(excluding the so-called liquidating dividend and 
returns of capital), together with their distinctions, 
will be given. 

Dividends are either regular or extra, and are 


further divided into four classes—cash, property, 
~ = 
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scrip, stock. Sometimes the solution of problems 
arising out of financial operations hinge upon 
whether the dividend is a regular dividend or an 
extra dividend, and the intention is generally 
settled by the directors of the company. Large 
corporations usually number their dividends and 
label them as regular or extra. Sometimes the dis- 
tinction depends upon whether the dividends are 7 
paid out of current earnings or out of accumulated 
earnings. Extra dividends are frequently called 
“‘melons’”’; and the declaration of extra stock divi- 
dends was stimulated by the provision in the 
federal income tax laws giving the Secretary of the 
Treasury power to tax undistributed surplus, as we 
shall see later. 

The declaration of extra dividends is a part of a 
conservative policy. Frequently, when corpora- 
tions find profits mounting, their directors will 
desire to increase the dividend rate without leading 
stockholders to believe that the new rate is to be 
expected in the future. In such circumstances, the 
directors will declare the regular dividend and will 
then declare a special or extra dividend, reserving 
the right to limit further dividends to the regular 
rate, without inviting the criticism of the stock- 
holders. ; 

Any type of dividend, subject to the provisions 
of the certificate of incorporation and the by-laws, 
may be declared upon any class of stock, whether 
of a par value or no-par value, with the exception 
of treasury stock. Treasury stock belongs to the 
corporation; the income from it, if there is any, 
would be a credit to the profits of the corporation. 
To pay a dividend on treasury stock would neces- 
sitate a charge to surplus for the dividend paid and 
an immediate credit to surplus for the same 
amount as the dividend received. 

Cash dividend: The most common and most 
popular type of dividend is a cash dividend—a 
ratable distribution in cash of part of the earnings 
of a corporation. Obviously, this type of dividend 
requires that cash be available for such distribu- 
tion. However, this requisite is not always essen- 
tial. There are occasions when a corporation has a 
surplus that it desires to distribute to its stock- 
holders, but has its funds tied up in non-distribut- 
ible or non-convertible assets. There seems to be 
no reason why it is not proper to borrow money to 
pay such dividends, the only question involved 
being purely one of expediency; and the wisdom of 
such a procedure must be based solely on financial 
considerations. 


Property dividend: Where a company has 
property, such as securities of other companies, it 
may find it expedient to distribute such property 
to the stockholders through a dividend commonly 
known as a property dividend. Under the federal 
income tax law such dividends are taxable as 
income to the recipient up to the reasonable 
market value of the property received. Notable 
examples of this type of dividend were the dis- 
tribution of Anglo-French bonds to the stock- 
holders of munition companies, Liberty Bond dis- 
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tributions, and distributions of “liquor stocks’’ 
shortly after the enactment of the prohibition laws. 

Property dividends received in reorganiza- 
tion: With respect to federal income taxation, one 
type of property dividend is exempt from taxation. 
If a shareholder in a corporation that is a party to 
reorganization receives, in pursuance of the plan of 
reorganization, stock or securities in another cor- 
poration that is a party to the reorganization, no 
profit is recognized in connection with the receipt 
by him of such securities. (Treasury Department 
Reg. 65, Art. 1576). The provisions of this article 
apply to the case in which a corporation distributes 
to its stockholders stock of another corporation as 
a dividend, if it had received such stock in connec- 
tion with a reorganization. 

The term reorganization, however, has certain 
limited meanings. It means: 


(a) a merger or consolidation (including the 
acquisition by one corporation of at least a majority 
of the voting stock and at least a majority of the 
total number of shares of all other classes of stock 
of another corporation, or substantially all the 
properties of another corporation), or 


(b) a transfer by a corporation of all or a part of 
its assets to another corporation if immediately 
after the transfer the transferor or its stockholders 
or both are in control of the corporation to which 
the assets are transferred, or 

(c) a recapitalization, or 

(d) a mere change in identity, form, or place of 
organization, however effected. 

Scrip dividend: A. scrip dividend is a distri- 
bution paid or payable upon scrip. Scrip usually 
is a promissory note of a corporation, in the form 
of a certificate, bearing interest, and falling due 
upon a specified future date, reciting that holders 
thereof are entitled to certain privileges. Some- 
times, however, scrip certificates are issued for 
fractional shares. For example, a corporation 
declared a dividend payable in stock of the com- 
pany at par; and in making the distribution of 
fractions of shares, issued scrip certificates there- 
for. These scrip certificates do not bear interest. 

When a corporation without available funds 
feels that it should give the stockholders of the 
present the earnings of the immediate past instead 
of withholding all title to these earnings for the 
benefit of future stockholders, it will use the scrip 
dividend, which defers time of payment of the divi- 
dend until cash can be accumulated. Since a 
stock dividend, while it witholds the distribution 
of cash, increases the amount of stock outstanding 
upon which regular dividend rates can be main- 
tained only through increased earnings, scrip is 
issued in preference to stock to distribute accumu- 
lated earnings, whenever the prospects do not fully 
justify an expectation of larger earnings and divi- 
dend distributions for the future. 

Stock dividend: Stock dividends are the last 
class of dividends and will be taken up in greater 
detail in the following paragraphs of this article. 
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Stock Dividends 


For over half a century, stock dividends have 
been deliberated upon, but it is only since the pas- 
sage of the income tax law that the subject has 
become one of vital interest to the general public. 

Very often, the profits of a corporation are in a 
form other than cash; and it is, therefore, impractic- 
able to declare a cash dividend. Such profits ac- 
cumulate and are constantly being used for invest- 
ment, expansion, and other purposes. In order to 
adjust the capital account (capjg¢al stock account) 
to include a portion of this impounded surplus, and 
incidentally to withhold definitely such surplus 
from distribution to the stockholders, it has become 
customary to declare a “‘stock dividend.” This 
dividend, in reality, is no more than a book adjust- 
ment—no portion of the assets is separated from 
the common fund; nothing is distributed to the 
stockholders except paper certificates that evidence 
an antecedent increase in the value of the stock- 
holder’s capital interest as a result of accumulated 
profits so absorbed in the business as to render it 
impracticable to separate them for withdrawal and 
distribution; it does not increase or alter the pre- 
existing interest of any stockholder; it merely 
increases the number of the shares with a consequent 
decrease of the value of each share. 

Under the Revenue Act of 1921, corporations 
were taxed, for the year 1922 and succeeding years, 
at the rate of 123 per cent. on their net income; 
while individuals had to pay surtaxes, as high as 
60 per cent., on their net income. The tendency 
was, therefore, for corporations to impound this 
surplus and withhold it from distribution, saving 
for the individual stockholders the difference in tax. 
To meet this possible evasion, the law further pro- 
vided that the Commissioner of Internal Revenue 
may tax, at the rate of 25 per cent., the net income 
of any corporation that persists in accumulating an 
unnecessary surplus. A large surplus, therefore, 
was somewhat dangerous since it may have in- 
vited.the 25 per cent. tax. One of the ways out of 
this predicament was the declaration of a stock 
dividend. 

As in the case of the other types of dividends, a 
stock dividend does not become the property of the 
stockholders until duly declared by the board of 
directors. However, in practice, the matter 
usually has to be submitted to the stockholders, 
since the corporation may have to amend its 
articles of incorporation to take care of the en- 
larged amount of authorized capital stock. Aside 
from this matter, however, the procedure is the 
same as that followed in the instance of other types 
of dividends. The board of directors meet and, by 
due resolution, set aside a portion of the surplus, 
which is to be incorporated into the amount of 
capital stock outstanding by the issuance of stock 
certificates. Notice of the declaration of the divi- 
dend is given to the stockholders, either through 
the mails or by publication, together with a re- 
quest that transfers be recorded before a certain 
stated date if participation in the dividend is to be 
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availed of by the transferee. When the day of 
payment arrives, the new stock certificates, prop- 
erly signed, are forwarded to the stockholders. 

In this connection, it may be of interest to state 
that any dividend, once it is properly declared, can 
not be revoked by the subsequent action of the 
corporation unless the fact that it has been declared 
has not been made public or in any way communi- 
cated to the stockholders. The stockholders, how- 
ever, may enter into an agreement with the corpora- 
tion to return the dividend after it has once been 
declared. In this instance, even though the divi- 
dend is returned to the corporation, the amount of 
such dividend constitutes taxable income to the 
stockholders. The only exception to this rule is 
the stock dividend. A stock dividend may be 
rescinded at any time prior to the actual issuance 
of the stock. It has been held, in addition (Holl- 
ingshead v. Woodward, 35 Hun 410), that directors 
s ac ation may rescind their action in declar- 

ng a stock dividen d, with the consent of the stock- 
helde -although—the stock —has_ ; already been 
issued; and the amount of such dividend will not 
constitute taxable income to the recipient. 

In order that the entries involved in the declara- 
tion and the payment of a stock dividend may be 
clearly in mind, they are submitted herewith: 
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SURPLUS ; Re i eee O.4 
To STOCK DIVIDEND PAYABLE. Lee (alee Rey <x 
To record 100 per cent. common stock dividend 
declared by the Board of Directors by due resolu- 


tionWat imecting sheld von ey ae ee ae M2) as 
per Minutes. 
STOCK DIVIDEND PAYABLE.:.............. xx 
To CAPITAL STOCK. a wanes. Ul alae <x 
To record issue of ...... shares of common stock, 


par value $100.00 per share, in settlement of 
common stock dividend declared under date of 
sie AO) 


The effect of the above entries on the corporate 
affairs is self-evident. A portion of surplus has 
been withdrawn from the regular surplus and has 
been permanently transferred to the capital 
(capital stock) account. Thus, the capital has 
been increased by an amount exactly equal to the 
decrease in the surplus account. 


The stockholder’s equity, however, is exactly the 
same after the declaration of the stock dividend as 
it was before such dividend was declared. Before, 
the stockholder owned, let us say, a certificate 
evidencing ownership of one share of stock of a par 
value of $100, plus a proportionate share of the 
surplus of the corporation of, say, $110, making a 
total equity of $210 for his one share of stock. 
After the declaration of the 100 per cent. stock 
dividend, the stockholder has two certificates 
evidencing ownership of two shares of stock of a 
par value of $100 each, plus a proportionate share 
of the surplus of the corporation, which now 
amounts to $5.00 per share, or a total equity of 
$210. Thus, while the stockholder now has two 
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shares of stock, the combined value thereof is 
exactly equal to the value of the one share of stock 
prior to the declaration of the 100 per cent. stock 
dividend. 


Stock subscription right not a dividend: 
When a corporation decides to float a new issue of 
any class of its stock, it sometimes issues stock 
subscription rights to its old stockholders in order 
to give them an opportunity to subscribe to the 
new stock before it is placed on the market. These 
subscription rights, while a benefit to the stock- 
holders in that they can exercise first choice as 
regards subscription to the new stock, do not dis- 
tribute to the stockholders any portion of profits 
or earnings and, therefore, do not represent a 
dividend. This theory is supported by the fact 
that, when stock subscription rights are issued to 
stockholders, no financial entry is made on the 
corporate books because the corporation does not 
undertake to redeem the rights which they have 
issued to the stockholders merely for the purpose 
of placing the stockholders on a par with the general 
public and in order to give the stockholders a 
preference in the subscription to new stock. 


Stock dividends in connection with life 
estates: Whether a dividend is to be regarded as 
income (belonging to the life-tenant) or as capital 
(belonging to the remainder-man) is primarily one 
which depends upon the intent of the testator. 
Therefore, where the intent of the testator is clearly 
set forth, such intent governs. However, it is 
customary to find that the instrument of the 
testator is very hazy and inconsistent. It is in the 
latter cases that the courts have found it necessary 
to lay down certain rules. The chief rules are as 
follows: 


Massachusetts rule: Whether a dividend is to 
be considered income or capital is to be determined 
by the substance and intent of the corporation in 
declaring the dividend, as evidenced by its actions. 
Therefore, regardless of the time the profits were. 
earned or accumulated, all stock dividends, being 
considered as capital, belong to the remainder- 
man. RD si 

Pennsylvania rule: Whether the dividend is to 
be considered income or capital depends upon the 
time when the fund out of which the dividend is 
made accumulated. If it is ascertained that the 
fund was accumulated before the inception of the 
life estate, it goes to the remainder-man; if ac- 
cumulated after the inception of the life estate, it 
goes to the life-tenant; if accumulated partly before 
and partly after the creation of the life estate, the 
dividend is apportioned between the life-tenant and 
the remainder-man. 


Kentucky rule: A dividend declared out of 
earnings, whether of stock or of cash, ordinary or 
extraordinary, and regardless of the time, with 
reference to the inception of the trust in the stock, 
that the fund from which the dividend is made was 
earned, goes to the one entitled to the i income at 
the time the dividend is declared. 
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Most of the states, including New York State, 
have adopted the;Pennsylvania (or American) rule 
as ini aE rears 
dividend as between the life-tenant and_the 
remainder-man. 

No-par value stock dividends: Thus far, most 
of the material, while applicable to both par and 
no-par stock in general, has applied more specifi- 
cally to stock dividends on par value stock. A few 
words will, therefore, be devoted to no-par value 
stock dividends. 

As has already been stated, the purpose of a 
stock dividend is not merely to increase the number 
of shares of stock of the corporation, but rather 
to set aside a portion of the corporate earnings 
as fixed capital. In the case of dividends on 
no-par value stock, the declaration and procedure 
is exactly the same as in the case of dividends on 
par value stock, the only exception being that a 
dividend on no-par value stock is declared in terms 
of a specified number of shares of no stated par 
value (but of a certain assigned dollars value) 
instead of a specified per cent. per share. The chief 
difficulty, therefore, in connection with dividends 
on no-par value stock is the determination-of the 
funds available. The general rule is that that 
portion of the corporate capital, the reservation of 
which for other corporate purposes is neither neces- 
sary nor reasonably desirable, is available for divi- 
dend declaration. The exact amount of the fund, 
of course, is dependent upon the facts surrounding 
the particular organization. 

Taxability of stock dividends under the 
Federal Income Tax Law: Since the passage of 
the Federal Income Tax Law, the question of the 
taxability of stock dividends has become a promi- 
nent factor in the continuous entanglements between 
the courts and the public, and the taxing authori- 
ties and the taxpayers. Whether a stock dividend 
made lawfully and in good faith against earnings ar 
profits accumulated by a corporation since March 1, 
1913, is income to the stockholder, subject to taxa- 
tion under the Sixteenth Amendment, or is merely 
a change in the form of evidence of ownership in 
the assets of the corporation, has been argued in 
the courts for years. 

The 1916 and 1918 Revenue Acts expressly pro- 
vided that stock dividends should be taxable, levy- 
ing such tax, not on the stock dividend itself, but 
upon the stockholder’s share of the undivided 
profits previously accumulated by the corporation, 
the tax being levied as a matter of convenience at 
the time such profits become manifest through the 
stock dividend. 

In the case of Gibbons vs. Mahon (136 U.S. 549), 
Justice Gray of the U. S. Supreme Court held that: 

““A stock dividend really takes nothing from the 
‘property of the corporation and adds nothing to 
the interests of the stockholders. After such a 
dividend, as before, the corporation has title in all 
the corporate property; the aggregate interests 
therein of all the stockholders are represented by 
the whole number of shares; and the proportional 
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interest of each shareholder remains the same. The 
only change is in the evidence which represents 
that interest, the new shares and the original 
shares together representing the same proportional 
interest that the original shares represented before 
the issue of the new ones.”’ 

This opinion, however, was not in connection 
with the determination of the taxability of stock 
dividends asincome. The first definite stand of the 
U. S. Supreme Court as to the taxability of stock 
dividends as income was taken on March 8, 1920, 
when the court handed down a decision in the case 
of Macomber vs. Eisner (252 U. S. 189), stating 
that a stock dividend was not taxable income to the 
stockholder. This case has since been used as a 
precedent in decisions involving stock dividends 
and their taxability and has resulted in the inclu- 
sion of a clause in the Revenue Act of 1924 [Sec. 
201 (f)] expressly stating that stock dividends are 
not income and are, therefore, not taxable for 
federal income tax purposes. In this decision it 
was held that a stock dividend does not come 
within the meaning of the term ‘‘income’”’ as set 
forth in the Sixteenth Amendment to the Constitu- 
tion, it not being a “gain derived from capital, 
from labor, or from both combined, provided it 
be understood to include profit gained through a 
sale or conversion of capital assets,’’ and, therefore, 
not taxable by the Federal Government. The 
decision discussed in great detail whether a stock 
dividend was income or not, but the essence of the 
most important points follows: 

“Here we have the essential matter: not a gain 
accruing to capital, not a growth or increment 
of value in the investment; but a gain, a profit, 
something of exchangeable value proceeding 
from the property, severed from the capital how- 
ever invested or employed, and coming in, being 
‘derived,’ that is, received or drawn by the 
recipient (the taxpayer) for his separate use, 
benefit and disposal:—that is income derived from 
property. Nothing else answers the description.” 


Thus, a stock dividend is not income because it 
does not answer this description. 

“A ‘stock dividend’ shows that the company’s 
accumulated profits have been-eapitalized, instead 
of distributed to the stockholders or retained as 
surplus available-for-distribution in money~or- in 
kind should opportunity offer. Far from being a 
realization of profits of the stockholder, it tends 
rather to postpone such realization, in that the 
fund represented by the new stock has been trans- 
ferred from surplus to capital, and no longer is 
available for actual distribution. 

“The essential and controlling fact is that the 
stockholder has received nothing out of the com- 
pany’s assets for his separate use and benefit; on 
the contrary, every dollar of his original invest- 
ment, together with whatever accretions and ac- 
cumulations have resulted from employment of his 
money and that of the other stockholders in the 
business of the company, still remains the property 
of the company, and subject to business risks which 
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may result in wiping out the entire investment. 
Having regard to the very truth of the matter, to 
substance, and not to form, he has received nothing 
that answers the definition of income within the 
meaning of the Sixteenth Amendment. 

“Without selling, the shareholder, unless pos- 
sessed of other resources, has not the wherewithal 
to pay an income tax upon the dividend stock. 
Nothing could more clearly show that to tax a 
stock dividend is to tax a capital increase, and not 
income, than this demonstration that in the nature 
of things it requires conversion of capital in order 
to pay the tax.”’ 

Since a definite stand has been taken by the 
U. S. Supreme Court that stock dividends are not 
taxable under the Federal Income Tax Law, the 
only question that has to be decided is whether a 
dividend is a stock dividend or a true dividend. 
The following applications of the decision in 
Eisner v. Macomber case are laid down by the 
Treasury Department in order to assist in the 
determination of when a dividend is, for federal 
income tax purposes, a stock dividend and when it 
is not: 

‘‘1, Where a corporation, being authorized so to 
do by the laws of the state in which it is incorpor- 
ated, transfers a portion of its surplus to capital 
account, issues new stock representing the amount 
of the surplus so transferred, and distributes the 
stock so issued to its stockholders, such stock is 
not income to the stockholders and the stock- 
holders incur no liability for income tax by reason 
of its receipt. 

‘‘2. Where a corporation, being thereunto law- 
fully authorized, increases its capital stock, and 
simultaneously declares a cash dividend equal in 
amount to the increase in its capital stock, and 
gives to its stockholders a real option either to 
keep the money for their own or to reinvest it in 
the new shares, such dividend is a cash dividend 
and is income to the stockholders whether they re- 
invest it in the new shares or not. 

“3. Where a corporation, which is not permitted 
under the laws of the state in which it is incorpor- 
ated to issue a stock dividend, increases its capital 
stock, and at the same time declares a cash divi- 
dend under an agreement with the stockholders to 
reinvest the money so received in the new issue of 
capital stock, such dividend is subject to tax as 
income to the stockholder. 


“4. Where a corporation, having a surplus ac- 
cumulated in part prior to March 1, 1913, and 
being thereunto lawfully authorized, transfers to 
its capital account a portion of its surplus, issues 
new stock representing the amount so transferred 
to the capital account and then declares a dividend 
payable in part in cash and in part in shares of the 
new issue of stock, that portion of the dividend 
paid in cash will, to the amount of the surplus 
accumulated since March 1, 1913, be deemed to 
have been paid out of such surplus, and be subject 
to tax, but the portion of the dividend paid in 
stock will not ke subject to tax as income. 
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“5. A dividend, paid in stock of another corpora- 
tion held as part of the assets of the corporation 
paying the dividend, is income to the stockholder 
at the time the same is made available for distribu- 
tion to the full amount of the then market value 
of such stock (Peabody v. Eisner, 247 U.S. 347); 
and if such stock be subsequently sold by the stock- 
holder, the difference between its market value at 
date of receipt and the price for which it is sold is 
additional income or loss to him as the case may 
be (T. D. 3052; C. B. Dec. 1920) pr38). 

“6. The profit derived by a stockholder upon the 
sale of stock received as a dividend is income to 
the stockholder and is taxable as such even though 
the stock itself was not income at the time of its 
receipt by the stockholder. For the purpose of 
determining the amount of gain or loss derived 
from the sale of stock received as a dividend or of 
the stock with respect to which such dividend was 
paid, the cost of each share of stock (provided both 
the dividend stock and the stock with respect to 
which it is issued have the same rights and prefer- 
ences) is the quotient of the cost of the old stock 
(or its fair market value as of March 1, 1913, if 
acquired prior to that date) divided by the total 
number of shares of the old and new stock. 

“7, Where a corporation debits its profit and 
loss account and credits capital stock so that the 
capital stock account equals the par value of its 
outstanding shares which prior to that time had 
been paid only to the extent of 80 per cent. of par 
value, it has been held that the transaction con- 
stitutes a cash dividend (A. R. R. 1127; C. B. Dec. 
1922, page 8).”’ 

Taxability of stock dividends under the New 
York State Income Tax Law: Under the New 
York State Income Tax Law, a true stock dividend 
is one whereby a corporation distributes new or 
theretofore unissued stock among its stockholders 
pro rata to represent an amount transferred on its 
books from surplus or undivided profits account to 
capital stock account; but does not include divi- 
dends paid in stock of other corporations or divi- 
dends paid in stock of the declaring corporation 
which has once been issued and subsequently re- 
acquired (treasury stock). Article 64 of the 
personal income tax regulations, modified after the 
decision of the U. S. Supreme Court in Eisner v. 
Macomber (252 U. S. 189), clearly states that 
dividends paid in the stock of a corporation once 
declared and issued and subsequently repurchased 
and then distributed to stockholders, are to be 
considered equivalent to the receipt of their value 
in cash at the date of receipt by the stockholders, 
and therefore taxable. (Ruling of State Tax Com- 
mission by J. T. Taaffe, Chief, Information Divi- 
sion, dated August 8, 1924). 


As a result of the decision in Eisner v. Macomber, 
the state comptroller amended the regulations to 
conform to those of the Federal Government, to the 
effect that stock dividends were not income and, 
therefore, not taxable, making the addition, how- 
ever, that this regulation applies to a “true stock 
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dividend”’ and does not include a stock dividend 
made out of treasury stock. 

This rule has, however, been reversed by a 
recent decision of the Appellate Division of the 
Supreme Court, Third Department, on September 
10, 1925, in People ex rel. Clark, relator, v. 
Gilchrist, respondent, which sets forth that stock 
dividends are subject to tax under the New York 
State Income Tax Law. - The reason underlying 
this decision is that while the Federal Government 
is unable to tax stock dividends as such because of 
the constitutional provision regarding direct taxa- 
tion, the State Legislature is not hampered by these 
restrictions and has the power to tax stock divi- 
dends as such. This case will, no doubt, be ap- 
pealed to the higher courts, but if this opinion of 
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the Appellate Division is sustained, millions of 
dollars of stock dividends that have been issued 
during the last few years will be taxed by New 
York State. 

Unsoundness of taxation of stock dividends: 
The passage of any bill taxing stock dividends 
would be very unsound. The tendency would be 
to pay cash dividends, in order to secure lower tax 
rates, and this procedure would result in the exces- 
sive disposition of surplus. Such a disposition of | 
surplus would be a violation of all sound financial 
sulicies, it being “‘absolutely essential at all times 
to pay out less than is earned and in good years to 
‘plow’ in a large portion of the earnings, in order 
to strengthen, the company for the inevitable lean 
years.” 


“Getting a Job”’ 


Pace Institute radio talk, broadcast December 8, Station WMCA, 
Alfred F. Upson, LL.M., announcing 


HE Institute—Pace Institute, of 30 Church 

Street, New York, Alfred F. Upson, of the 

law faculty, announcing—is giving a series of 
talks, through the courtesy of Station WMCA, on 
matters of self-development, employment, advance- 
ment, and saving. Among the talks already given 
was one “Getting Your Money’s Worth,’’ which 
included a detailed plan of personal and household 
budgeting, and one on the ‘‘Use of One’s Spare 
Hours—Personal Overtime—for Self-development”’ 

The present talk is on ‘‘Getting a Job’’—that is, 
the sale of one’s time and services for a salary or for 
wages. It will deal especially with office and 
business employment, in which the wages or salary 
is not fixed on a definite scale, like a union wage, but 
is adjusted to the individual. 

The points brought out are, in the main, the 
result of the experience of an organization affiliated 
with Pace Institute—Pace Agency for Placements, 
Inc., of 30 Church Street—which during the last 
fifteen years has placed many thousands of men 
and women in salaried positions. In this talk, it is 
intended to make available the results of this long 
experience, in order that the person who is out of a 
position and is seeking work, or the person whose 
position and salary are unsatisfactory, may know 
how to proceed in obtaining a suitable work 
opportunity. 

First of all, a worker should realize that he has a 
business problem in selling or marketing his services. 
A merchant makes innumerable sales and naturally 
gives a great deal of thought to this part of his 
business. The man who works for a salary makes 
one sale, which settles the matter of what he will 
receive for a long period of time. This transaction, 
even though it is carried out only once in a great 
while, is of great importance and merits a careful 
thought. 


An employee should seek first for advancement 
in the organization of which he is a part. If his 
concern is large enough and progressive enough to 
offer him as good opportunities as he can reason- 
ably expect to find in another organization, it is to 
his interest and to the interest of his concern for 
him not to change employers. 

An employee naturally becomes familiar with the 
character of work and the procedures of his em- 
ployer. If he isa stenographer, he can recall from 
his memory many things that make him more 
valuable than a new stenographer would be in his 
place. If he is a bookkeeper, he knows the methods 
of billing and collecting; he gains a familiarity with 
the attitude of particular customers or creditors, and 
he has much confidential information that gives 
him a standing and advantage over a newcomer. 
If he is a salesman, he gradually builds up a knowl- 
edge of his product that helps him in his work. 
If he is a superintendent, he has a knowledge of 
details acquired by years of hard work. ' 

The point is, each employee builds up a fund of 
knowledge that is just as much a part of his equip- 
ment as is his ability to write shorthand, to keep 
books, to sell, or to manage. No matter how 
fortunate a change to another concern may be, 
there is a definite loss with respect to specific facts 
and detail, which must be made good in other ways, 
if a vocational profit is to be made by the change. 

Because of these facts, the first rule is that one 
should seek, by all proper means, to gain increased 
compensation in the job he holds. The business of 
getting such an increase is delicate, and calls for 
just the same kind of sagacity as a business man 
exercises in making an important business deal. 

The employee at the outset should make an 
intelligent size-up of the conditions in his own 
concern. He should be able to do this easily because 
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of his inside knowledge; but, strangely enough, 
many a man does not get the real facts. I recall an 
office manager who filed an application with the 
Agency, and in the vocational interview given him, 
it developed that he was receiving $60 a week. He 
believed himself to be worth $75 a week; he needed 
the money, and he wanted to obtain a position 
that would pay him $75 a week. 

This manager was asked how he knew he could 
not, under any circumstances, receive more than 
$60 a week in the position he held. He said that he 
had heard his employer sometime before make the 
statement that the position could never pay more 
than around $3,000 a year, and he knew that there 
was no use in asking for more. Inasmuch as he 
was rendering an exceedingly valuable service, and 
inasmuch as his employer would undoubtedly find 
great difficulty in obtaining a man equally as good 
for $75 a week, this applicant was advised to have 
a heart-to-heart talk with his employer. He said 
he was afraid to do so because it might result in his 
dismissal and his possible unemployment. How- 
ever, he was induced to talk frankly to his employer, 
and the result was that his salary was immediately 
increased to $70 a week, and within a year it was 
advanced to $80 a week. An interesting outcome of 
this good advice was that in later years this man 
became president of the large corporation that 
succeeded the original business. 

There is often a strange lack of frankness between 
employer and employee. The employee thinks and 
broods over his salary problem for months and 


years; he watches for little indications of the state © 


of mind of his employer, and often he misinterprets 
what the latter says; and the employer, on his side, 
often keeps away from a business talk with his 
employee through some strange kink of mind that 
prevents him from talking as frankly to his own 
employee as he would to an outsider in a business 
transaction. 

Finally, the employee often makes his first move 
by an ultimatum—he opens up the negotiation in 
the unfriendly way of saying that he must have a 
certain salary or he will quit. In diplomacy and in 
any ordinary business trading, an ultimatum is the 
last thing to be used and not the first. When the 
employee thus starts his negotiation wrong end to, 
he. immedsately gets his employer in an antagonistic 
frame of mind, and the negotiation is likely to be 
handled as if the interests of the two were antago- 
nistic and not common and friendly. Why shouldn’t 
a salary matter, in the name of common sense, be 
discussed occasionally in an easy and matter-of- 
fact way between an employer and an employee? 
Such a discussion is always worth-while. Why 
should an employee lose the benefit of a knowledge 
gained by long experience and take chances in a new 
concern about which he knows little or nothing? 
And why should an employer suffer the loss and 
annoyance of breaking in a new man when it is 
possible to retain the trained employee? 

If a change is really desirable, it can usually be 
brought about in a pleasant way, and the employee 


can usually obtain the cordial help and assistance’ 
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of his employer. Both the employer and the em- 
ployee should get their facts straight, and then 
occasionally, possibly once a year, they should sit 
down and talk the mutual problem of salary over 
with the thought that the problem is a mutual one, 
and one that must be worked out on a basis that 
will be satisfactory to both sides. 

The moral of the famous lecture on ‘“‘Acres of 
Diamonds”’ should not be forgotten by the em- 
ployee. It is easy for one to travel far in the quest 
of fortune and to miss digging up the diamonds in 
his own back yard. Much glamour often attaches 
to a job in another organization or to a location in 
another city or country, which disappears when one 
gets into the job and learns the disagreeable features 
connected with it. 

Remember that any job, anywhere, at any time, 
has undesirable things about it, for some of the 
work will be disagreeable, the ways of some of the 
people with whom you come in contact will not 
appeal to you, and every job, like every business, 
has a trouble department. The first move, there- 
fore, is to improve the earning condition, if itis at all 
possible, in the position you already hold. 

A change of position, however, is oftentimes 
justifiable, and in many cases highly desirable. A 
man who has capacity for development, and who 
seeks bigger responsibilities, may be absolutely 
blocked by the size of the business, by its lack of 
growth, or by the fact that there are only one or . 
two positions ahead of him, each of which is filled by 
a person who gives promise of being indefinitely on 
the job. In other cases, the methods of a concern 
may be altogether distasteful from the viewpoint of 
an individual. The employer may, as a matter of 
policy, concede nothing to employees, except that 
which he is forced to give; his business ways may 
lie in the twilight zone between sound practice and 
disreputable practice; and, for one or more of these 
reasons, an employee may conclude that a change is 
imperative, and when this decision is reached, no 
time should be lost in looking for a new and more 
suitable opening. 

Three specific methods are open to the person 
who desires to make a change of position. He may 
insert an advertisement on his own behalf in the 
classified columns of a newspaper, in which he 
states briefly his qualifications and the fact that he 
seeks a position. He may answer advertisements 
inserted by employers who seek employees, in the 
hope that he will be accorded a personal interview. 
Or he may register with a reputable employment or 
placement agency, in the hope that a suitable open- 
ing will be brought to his attention. 

No matter what the method may be, it should be 
remembered that practically no one is employed 
except upon the basis of a personal interview. 
Therefore, the candidate must, in all his efforts, 
work for the privilege of a personal interview; and 
he must be available quickly for any interview that 
may be granted by a possible employer. If an 
employee is holding a position and it is impracti- 
cable for him to be away from his office during 
ordinary business hours, the matter is rendered 
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more difficult, as his interviews must be arranged 
at lunch time or early in the morning or late in the 
afternoon. 

Any one who seeks employment from a distance, 
as happens when, for example, a person living and 
working in the upper part of the state or at any 
considerable distance from New York City, seeks a 
position in the city, he should bear in mind that 
employment is rarely made upon a “‘sight unseen”’ 
basis. Moreover, an employer in New York City 
who has on his desk an application from someone 
who lives in the city and an equally attractive 
application from someone who lives at a distance, 
will almost invariably accord the interview to 
the applicant near at hand. He does this because 
he prefers someone with city experience, and he 
does not like to assume the responsibility of having 
the distant person incur the expense of coming to 
the city for an interview. It follows, therefore, that 
a person at a distance who seeks employment in 
the city should come to the city during his vacation 
or at some other time and be on hand for possible 
interviews. Otherwise, his chances of obtaining 
employment are very much reduced. 

In writing an advertisement or in answering one, 
very full and detailed statement of one’s abilities 
and experiences is generally non-productive. Of 
course, in answering an advertisement the informa- 
tion called for should be given in succinct form; but 
the preparation of several pages of detailed record 
is not desirable. I have even known a man to print 
a booklet, in which his own abilities were set forth 
in detail. Too much care in this matter makes the 
applicant look like a professional job-hunter and 
does not help his case. After all, the employment 
will be made on the basis of a personal interview; 
and it is best to know, to some extent, the personal 
views of the employer before one states in too great 
detail the facts with reference to his personal 
experiences. 

A business man usually likes brief, concise state- 
ments. Therefore, in writing a letter of application, 
a long and colorful letter should be avoided. A 
one-page letter, carefully typed, free from fantastic 
construction, suffices. Too many applicants make 
the mistake of working up what is presumed to be a 
clever selling letter with grotesque paragraphing, 
and some startling statement at the beginning of 
the letter to arrest attention. A business man 
usually does not receive correspondence in this 
form, and more often than not, the extreme art of 
the professional letter-writer is entirely lost upon 
him. 

As in letter-writing, so in the interview, the 
business man is favorably~ impressed by a frank 
and straightforward manner. The statements 
should be brief and to the point, and the employee 
should allow the business man to bring out some of 
the facts by questioning; particularly, the applicant 
should avoid the appearance of selling. Of course, 
the applicant’s attitude must be governed somewhat 
by his occupation. An accountant or a book- 
keeper, or even a stenographer, would not be 
expected by the average business man to do as 
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free and colorful talking as a salesman. The 
business man, it should be remembered, is a very 
hard-headed individual who is accustomed to 
transact business with all sorts of persons and 
employees of many kinds. He is usually able to 
distinguish between fact and bluff and between a 
pose and a genuine attitude. The applicant, there- 
fore, should conduct an interview on the basis of 
what he really is as he can not hope to obtain and 
to hold a position on any other basis than that 
justified by his abilities. 

When it comes to salary, the prospective em- 
ployer will most certainly want to know what the 
candidate is earning or has earned, and the facts 
must be forthcoming on this important point. If 
the candidate is out of a position, the prospective 
employer will usually try to hire him for an amount 
not exceeding his last salary or even less. If a 
candidate is holding a position, the employer will 
usually expect to pay him something more than 
the salary he is receiving. Due to this attitude of 
mind, a man in a position has a better opportunity 
for increasing his salary elsewhere than a man who 
is out of a job has of excelling his last salary—an 
important point that should be kept in mind. 
The person out of a position, of course, has a better 
opportunity for interviews, but from the negotiating 
viewpoint, his position is weaker than that of the 
man who has employment. 

In a personal interview, matters of dress and 
bearing are as important as the talk of the applicant. 
It is always safer for the applicant to dress quietly; 
and, of course, if he is seeking business employment, 
he should be careful to have his shoes shined, his 
trousers creased, his nails manicured, and his face 
cleanly shaved. Care in these matters never oper- 
ates against a man, while lack of care almost 
certainly creates a down-and-out and unfavorable 
impression. Many an opportunity has been lost 
because of the careless habit of the applicant with 
respect to one or more of these matters. Just as 
surely, excessive care in dressing brings the in- 
dividual into the class of the fop or dandy and is 
objectionable to the business man and operates 
against the applicant. 

When employment is obtained, the incoming 
employee must use every means to convince his 
employer of his interest in the business. Many an 
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employee makes the mistake of detaching himself 
from the interests of the business and of dropping 
into a more or less disinterested frame of mind. 
An employee should avoid every appearance of dis- 
interest. He should not create the impression that 
he is dissatisfied or that he is considering a change 
of position. As long as he stays, he should feel that 
his business interests are with the concern by which 
he is employed, and he should lose no opportunity 
to make his employer aware of his own personal 
loyalty. An employer, after all, is only human; 
and he is supported and comforted by the em- 
ployees upon whom he can place dependence and 
those whom he thinks are not likely to leave him 
the minute an opportunity is afforded for earning a 
few dollars a month more in some other position. 
An atmosphere of loyalty can thus be created, even 
though the employer and employee periodically 
discuss, in a frank and intimate way, in the manner 
heretofore suggested, the salary problem. 

In seeking a position, the candidate may use, if 
he chooses, all three of the procedures indicated. 
He may advertise himself; he may answer adver- 
tisements; and he may file an application with an 
agency. The most productive plan of the three in 
many instances is to work with one or more 
reputable placement agencies. The reason for this 
is that an agency is a clearing-house for worth- 
while positions, and many large concerns depend 
almost entirely upon agencies to obtain people for 
positions. An agency conducted on vocational lines 
interviews an applicant very carefully; and when a 


call comes in, the records of the candidates who ° 


seem to be best suited for the position are sent to 
the prospective employer for his consideration. 
After looking over these records, personal interviews 
_ are granted to those that seem most likely to meet 
the requirements. The large business organizations 
adopt this procedure because it saves them the 
trouble and expense of advertising, and it also 
relieves them from a great deal of interviewing, 
which they feel can be better carried out for them 
by the experts employed in the agency. 

From the employee’s viewpoint, he often receives 
valuable advice on his vocational problem, and a 
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certain amount of publicity is avoided that may 
come about through answering advertisements or 
from inserting an advertisement. However, it is 
often advisable for the applicant to use every means 
at hand in order to obtain a suitable opportunity. 
The broader the field he covers, the more likely — 
he is to turn up a position that will best suit his 
particular needs and abilities. 

Remember then that marketing your services is 
usually your one big selling problem; that your best 
opportunity is found within your own organization, 
provided conditions do not exist that make it 
entirely out of the question for you to continue 
with your employer; that if a change is necessary, 
you can seek it by advertising, by answering 
advertisements, or by filing an application with an 
organization, such as the Pace Agency; that you 
must expect to obtain employment only by per- 
sonal interview; and that your letter of application 
for such an interview and your speech and manner 
at the interview must be such as will impress 
favorably the business man; and, finally, that all 
matters of salary negotiation between employer 
and employee should be frankly and fully discussed 
periodically, in order to avoid the losses and dif- 
ficulties that come from the employer and employee 
working at cross-purposes. 

Finally, leave your old position in a decent 
manner. Do your duty by your former employer 
whether he appreciates it or not. Your new 
employer will respect you for this attitude for he 
sees in it a possible future safeguard for his own 
interests, and your vocational record will be clear 
and in order. Start well by quitting well. 

The Institute—Pace Institute, 30 Church Street 
—through its counsellors and faculty, is always 
willing to consider the vocational problem of a 
listener-in. Write freely and frankly to the Insti- 
tute, 30 Church Street, New York, or to Station 
WMCA, Hotel McAlpin. 

Alfred F. Upson, of the law faculty of Pace 
Institute, 30 Church Street, announcing on behalf 
of the Institute in its program of service to the 
public, on the air and by public lectures and forums 
at the Institute. 


The Accountant’s Service to the Management 


By H. L. Gibson, Pace graduate, Secretary of the American Manufacturers 
Foreign Credit Underwriters, Inc. 


HERE is a growing tendency on the part of 
industrial managers to criticize the methods 
of both private accountants and public 
accountants. Such criticisms take the form of the 
following complaints: 
1. Statements too involved and too technical. 
2. Meaningless statements and reports. 
3. Shortsighted viewpoint on part of the ac- 
countant. 


4. Lack of significant information. 

5. Reports delayed to such an extent that they 
are valueless. 

6. System and detail carried out to the point 
of inefficiency. 

To a certain extent these criticisms are justified. 
Accountancy in the past few years has developed 
into a profession that must meet the complexities 
of modern industrial ‘organizations and requires 
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many years of careful study and application to 
master it. By the very nature of the work and the 
_ accountant’s zest to master his problems, he is apt 
to lose sight of the real service he should render. 

The functions of the treasurer and the accountant 
‘are so closely related that for the purpose of this 
discussion they will be combined and defined as 
the responsibility for the economical and efficient 
use of the capital in the business. If the set-up of 
the organization does not delegate authority to the 
accountant to act on such matters, he should at 
least make it his duty and responsibility to bring 
them before the management for action. 

By constantly reviewing the experiences of the 
company as ex)Dressed in figures, the accountant is 
in the best position to note significant changes, and 
it should be his chief function to bring them to the 
attention of the management. In doing so, the 
technique of presentation is of greatest importance, 
as the special statements and reports should be 
concise and to the point, bringing out clearly the 

objectivein mind. It isnot a question of how much 
_ the accountant knows, but what is valuable to the 
company and how it is presented. The reports 
should be predigested before presentation, as this 
is the duty and training of the accountant and not 
of the offcers or management, who may or may not 
be trained in technical analysis. Even if the officers 
are trained in this work, their time is more valuable 
to the company on other matters than it would be 
in analyzing financial statements and reports. 

There are measures of the financial efficiency just 
as there are measures of operating and production 
efficiency. Some of the measures may be mentioned 
as the cost of borrowed capital, turnover of in- 
ventories, relation cf gross rrofits and net profits to 
sales, disposition of profits showing the amounts re- 
tained in the business, and the like. The significant 
measures of financial efficiency should be standard- 
ized for the particular business and should be 
reviewed from time to time together with such 
other indicators as may arise from changing con- 
ditions. The people who are constantly in touch 
-with the figures and review them daily are well 
equipped to forecast unfavorable results or to see 
that the proper relation between volume of business 
and expenses is maintained. It is well known that 
expenses and overhead have a tendency to increase 
from year to year without conscious knowledge on 
the part of those who are living with them daily. 
Such increases are immediately disclosed by com- 
parative figures and if not consistent with the 
growth of the business they may be quite detri- 
mental unless checked in time. 

By comparing past results with desired results, 
the foundation for development is formed. The 
problem then becomes one of finding ways and means 
of obtaining these desired results. Ifthe past results 
are first compared with the results of the com- 
petitors the comparative weakness and general 
standing of the business is brought out; and if pos- 
sible improvements for the ensuing year are then 
determined upon, a very definite goal is furnished, 
or the true function of the budget is accomplished. 
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All of the preliminary work for such a plan right- 
fully belongs to the accountant, and the results to 
be sought are best determined by the accountant in 
conjunction with the management. 

In the final analysis, the object of any system is 
efficiency—that is, obtaining the necessary informa- 
tion with the least possible effort and expense. If 
the accountant is allowed to get the viewpoint of 
the management, he is better able to determine just 
what information is useful and whether the results 
will warrant the expense of obtaining it. This 
attitude will preclude the laying out of extensive 
systems simply for the sake of seeing how much 
data can be compiled, whether useful or not, and 
also the allowing of a system to become so involved 
that its cost of operation defeats the very object of 
its creation. 

Such are the true functions of the accountant, and 
only by performing them can he render a real service 
to his management. He should adapt himself to 
the business and not feel that the business should be 
adapted to his particular accounting methods; and 
the management should make his position more 
than the mere mechanical recording of entries and 
the balancing of books. 

Nearly all matters of change in policy are based 
on past experience and it is again in this connection 
that the accountant is able to be of assistance with 
his figures and statistics. It must be remembered 
that he is constantly dealing with the negative side 
of the business in acting as a buffer to the ever in- 
creasing appropriations. If the accountant is taken 
into the confidence of the management to the ex- 
tent of having a voice in the policy of the business, 
he will be better able to understand operations as a 
whole. By the same method, the sales, production, 
and purchasing ends of the business obtein a 
clearer understanding of the problems of the 
financial branch, and better cooperation will be 
obtained all around. Take, for example, the sales 
manager who has been accustomed to almost un- 
limited appropriations, but who has been excluded 
from the workings of the financial department. If 
this sales manager is allowed to acquaint himself 
with the accountant’s problems, he will be far more 
willing to curtail his expenditures to conform with 
the temporary conditions of the business. Such a 
common working basis will tend to correct the lack 
of harmony which frequently exists between the 
various managers, and which sometimes develops 
to the point of acute friction. 

The argument is sometimes used that these 
various managers should not be entrusted with the 
financial ‘‘secrets’’ of the company. The success of 
any enterprise is largely due to the personnel and if 
the executives responsible for the major functions 
cannot be taken into the confidence of the business 
as a whole, they are not entitled to their positions. 
Otherwise they cannot function properly and to the 
best interests of the company. 

Ability to pick out from the volume of trans- 
actions constantly passing through in the course of 
operations the significant matters that should be 

(Continued on page 31) 
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“Overtime Study”’ 


Pace Institute radio talk, broadcast November 24, 
Alfred F. Upson, LL.M., announcing 


= OW shall I study efficiently?’’— 
et this question puzzles many a 
grown-up in these days of over- 
time study. The Institute—Pace In- 
stitute, of 30 Church Street, New York 
—Alfred F. Upson of the Law Faculty 
speaking—will tonight give a word of 
friendly advice based on its experiences 
in the instruction of thousands of 
evening-school students. 

Overtime study—that is, study carried 
on in conjunction with one’s daily tasks 
—is distinctly an American character- 
istic. In every city in the country, day- 
time workers are found in evening-time 
classes, bent to the task of acquiring, 
among other things, a better knowledge 
of English and other academic subjects; 
a familiarity with foreign languages; and 
a mastery of shorthand, drafting, shop 
work, bookkeeping, accounting, law, 
engineering, and other technical subjects. 
And when, because of location in country 
or village, face to face contacts with 
instructors in the classroom are out of 
the question, enrollment is often made 
in correspondence instruction. Every- 
where in America, to an extent unknown 
in any other country, this condition of 
overtime study is found—the nation, 
young and old, is going to school. This 
general study is not the result of momen- 
tary inspiration, but is a well settled and 
continuing procedure of our daily life—a 
study habit that grows out of the great 
American urge for self-development and 
progress. 

This general condition of overtime 
study means much for America in the 
great drive for the trade and commerce 
of the world. The fact that our large 
business organizations operate educa- 
tional courses, as well as refineries and 
mills and trains, tells its own story of 
progress. Where in all the world out- 
side of America will there be found 
50,000 men and women continuously 
engaged in the study of the principles of 
business administration and accounting? 
Certainly the possession on the part of 
our citizens of a scientific knowledge of 
costs and capitalization, and of the 
economic principles governing produc- 
tion and distribution, is an asset beyond 
calculation in dollars. With nations, as 
with individuals, energy directed by 
knowledge wins out over energy blindly 
exerted. The energy of America, more 
than ever before, is being directed on the 
basis of scientific knowledge; and this 
condition is due largely to the study 
habit of its citizens. 

The institute—Pace Institute, 30 
Church Street, New York—believes, 
therefore, that the question first stated, 
“How shall I study efficiently?” is dis- 
tinctly an American question—a ques- 
tion that many a listener-in has definitely 
put to himself or to others. Hence, in 


an intimate and practical way, I shall 
talk to this point—shall give, in sum, 
the friendly counsel that we have often 
extended to students engaged in over- 
time study. 

First, take careful inventory of your 
educational assets. Look well to your 
academic foundation. What foundation 
do you possess in English, in which you 
must express yourself, in spoken word or 
in writing, from day to day? Is the 
history of the world a confused blur to 
you? Do you have a knowledge of the 
essential principles of economics? Have 
you knowledge of one or more of the 
natural sciences? Take stock also of 
your technical education. In this day of 
specialization, have you acquired techni- 
cal mastery of some subject of less 
importance, such as shorthand, book- 
keeping, drafting, or filing? When the 
inventory is fully and completely made, 
map out, with due regard to both cul- 
tural and technical development, a 
course of study that you can carry along 
as an ordinary part of your daily duties. 

Second, figure out how much time— 
how many hours a week—you can devote 
to study. Do this carefully, making due 
allowance for the demands of your busi- 
ness position, of recreation, and of sleep. 
It is easy for all of us to be carried away 
by the first flush of enthusiasm for the 
attainment of a desirable goal. Begin- 
ning wellis very important, but finishing 
well is much more important. The 
ability to finish what you have under- 
taken—no matter what it may be—is 
measured, to a large degree, by the 
sound judgment you show in deciding 
upon what to undertake. Even then, 
you will have to fight against periods of 
discouragement and indifference; but if 
you have not attempted too much, you 
will be able to overcome these tempera- 
mental set-backs and carry on your 
educational program to completion. So, 
in the words of a homely maxim, ‘‘Bite 
off only what you can chew and digest.” 
If practicable, enroll for regular instruc- 
tion in a school—private school, evening 
high school, or university. Select the 
course and the school best fitted to your 
needs. You will be sustained in your 
study by contacts with your instructors 
and with your fellow students. 


Third, after you have computed the 
number of hours you can spend weekly 
in study, set them aside definitely on the 
basis of every evening or of certain speci- 
fied evenings every week—so many 
hours for Monday evening, so many for 
Wednesday evening, and so on. Be 
exact in framing your study schedule. 
If you are to study one hour on Wednes- 
day evening, let us say, set aside the 
hour—7:30 to 8:30; 9:15 to 10:15; or 
whatever the hour is that suits your 
needs and conditions, Then stick to 
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your schedule, beginning your work on 
the dot and not finishing till the appor- 
tioned time is up. Make a study chart 
for a month or term of study and check 
off your study periods as you progress, 
noting in red every failure to make good 
on a study period. 

Fourth, before telling you how to 
study, there is just a word I wish to say 
about getting ready to study. Refresh 
yourself physically a little before dinner. 
A brisk walk is good; so is a cold plunge; 
sO are systematic breathing and bodily 
exercises. Don’t eat too much—most 
people do, you know. Eat slowly, 
masticating your food thoroughly. Con- 
verse with others at the table on con- 
genial subjects. Laugh and forget the 
cares of the office—they will keep till the 
next day. After dinner, read a short 
story or two or a chapter from an 
interesting book. Then, when your 
study hour comes, you will find your- 
self mentally and physically aglow, 
ready to go at your lesson with en- 
thusiasm. 

Fifth, when you begin to study, go off 
by yourself and study; concentrate. 
Don’t talk and dawdle and fritter your 
time away. Permit no interruptions 
except in case of an extraordinary emer- 
gency. I say concentrate. Put your 
whole mind on what you are studying, 
particularly on the laws, principles, and 
procedures explained in the lesson. Try 
to understand why certain things are so 
and how they work out in actual busi- 
ness. Study the illustrative examples 
with this end in view, not as an end in 
themselves. Do not waste time in 
trying to memorize the words of the book 
or lesson pamphlet, except possibly a 
definition here and there. 
meaning, first, last, and all the time. 

Sixth, interpret the new theory you 
learn in terms of what you already know 
—the results of your own thinking, 
observation, and experience. Ask your- 
self questions like the following: ‘‘Can 
the principle of a topic sentence be used 
in this paragraph?” ‘“‘Is there a relation 
between the establishment of the United 
States Bank in the early history of the 
country and the establishment of the 
Federal Reserve System?” “Is this plan 
being carried out in our office?”? ‘“‘Would 
it. be desirable to try out this device in 
our accounting department?” “Did the 
secretary have this principle in mind 
when he issued his special instructions 
yesterday?”’ ‘Would not a corporation 
be better for our business than a partner- 
ship?” Study, then apply, keep on 
applying. Three or four pages studied in 
this way will develop you a thousand 
times more than merely reading half a 
dozen chapters. Develop and strengthen 
what psychologists call your ‘‘appercep- 
tive mass’’—that part of the brain 
which ties up new thoughts and impres- 
sions with old thoughts and impressions. 

Seventh, to master a principle, or to 
think you have mastered it, once is not 
enough. Review it. Attack it from 
fresh angles, and see how it works out. 
Note its defects if it has any. Enforce 
its truth with examples supplementing 
those in the text. Reach your own 
conclusion about it, differing with what 
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your printed lesson says if necessary. 
This is the way to develop the scrutiniz- 
ing, analytical, appraising habit of mind 
which marks all men holding responsible 
executive positions. 

Eighth, having mentally taken in a 
‘principle, give it out again colored by 
your own viewpoint and your own 
language. Explain it to your friends and 
associates if they are interested. Dis- 
cuss it with them. Welcome an argu- 
ment about it, and try to convince them 
that you are correct. Write about it, 
marshalling your facts and your examples 
in orderly fashion. Bear in mind all the 
time that somebody else just as keen as 
you are, perhaps a little keener, is looking 
for loopholes through which to attack 
your position. By this method you will 
develop the ability to see all sides of a 
question before taking a definite stand 
on matters that arise in one’s everyday 
affairs—such matters as the purchase 
and sale of property, the acceptance of a 
position, or the adoption of a business 
plan or policy. And you will also grow 
in the power to explain what you know 
to others clearly, tersely, and logically— 
an asset of tremendous value to any man 
who wishes to attain exceptional success 
in the workaday affairs of life. 

I have given you a few suggestions as 
to how you can rid your study-methods 
of mind-waste and time-waste, how you 
can make your time, your effort, and the 
money-cost of your studies really pro- 
duce. I have tried to be definite and 
specific—qualities that belong to an 
efficiency program of any kind. Of 
course, many more things might be said, 
but what has been given is enough for a 
beginning; and these points will work— 
they have worked in the cases of 
hundreds of other students. Give them 
a fair trial, and measure the growth in 
your reasoning power at the end of three 
or four months, say. Begin now. 

Many wives have congratulated me 
on calling attention, in my talk of a 
week ago, “Getting Your Money’s 


Worth,” to the fact that women, gener- 
ally speaking, are better buyers than 
men. Many husbands have accused me 
of taking sides in a controversial matter 
and have cautioned me to go.a bit slow 
in giving voice to suck dangerous doc- 
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trines through the family loud-speaker. 
However, I hold to my original ideas, 
and the Institute can still supply a copy 
of the talk to wives and others who wish 
documentary proof of our position— 
apply to Station WMCA, Hotel Mc- 
Alpin, or to Pace Institute, 30 Church 
Street. An interesting booklet on this 
evening’s subject—Your Personal Over- 
time—will also be supplied upon request 
—just ask Pace Institute, 30 Church 
Street, or Station WMCA, Hotel Mc- 
Alpin, for a copy of “Your Personal 
Overtime.’’ Remember, listeners-in, to 
join our circle a week from to-night— 
Tuesday evening, December lst, at 
eight o’clock for a worthwhile 15-minute 
period. 

Just to show that the Institute still 
holds a brief for the wife—for the help- 
mate who holds an all-important place 
in the study program of many a man— 
I shall repeat in conclusion a little edi- 
torial from The Pace Student: 

“Here’s to the wee wifie, the game 
little lady who stimulates and encourages 
her tired student-hubby in his upward 
climb to success—the thrifty helpmate 
whose nimble fingers help along by 
making ‘auld claes look amaist as weel’s 
the new.’ Envy the man who is thus 
supported. No matter what the final 
result of his effort may be, no circum- 
stance can take from him a great reward 
—the understanding, the comradeship, 
the love that is the product of self- 
sacrificing cooperation. And some day, 
wifie dear, we shall have the bungalow 
with the hard-wood floors and the den 
and the sleeping porch and the vacuum 
cleaner—yes, and the car, too; and you 
you shall drive it—sure you can!”’ 


LEWIS WINTERMUTE, C.P.A., an- 
nounces that he has admitted to partner- 
ship his associates, CLAUDE A. PAUL- 
EY and ROBERT W. AGLER, and 
that practice will hereafter be conducted 
under the firm name of Wintermute, 
Pauley and Agler, with offices at 1519 
Guardian Building, Cleveland. 


H. V. ROBERTSON & Co. announce the 
removal of their offices to 705-6-7 
Amarillo building, Amarillo, Texas. 


Telephone Cortlandt 1465 


New YorxK CIty 
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A High-School Man 
Expresses His Views 


HE views of an advanced student at 

Pace on the value of high school 

education will be of interest to 
many readers. The following is an ex- 
tract from a letter written by such a 
student to his high-school principal. 

“T am of the opinion that my fellow 
alumni will all join me in the conviction 
that the value and the benefits they de- 
rived while at high school were not fully 
appreciated by them until after they had 
graduated. This is unfortunate but 
true, not only with those graduates who 
continue their schooling in higher institu- 
tions, but also with those who settle 
down in.one occupation or another for 
which they think themselves best fitted. 

‘Upon completion of my high school 
course, I had the honor of being the 
recipient of the annual scholarship 
awarded by Pace Institute of New York 
to commercial students, and it is-my 
experience while at that Institute and 
in New York that I shall try to recapitu- 
late for the possible benefit of com- 
mercial students. That is, there are 
probably many seniors who contemplate 
pursuing the further study of commercial 
subjects in higher institutions of learn- 
ing and undoubtedly many more who 
are unsettled as to their future. With 
this assumption in mind, I believe that 
my experience, although rather limited as 
yet, may be beneficial. 

“The knowledge of stenography and 
typewriting was of great benefit in secur- 
ing my first position. At present my 
employment consists of accountancy 
work under a prominent New York 
C.P.A. Such a position is not only bene- 
ficial but actually necessary for one to 
have who contemplates becoming a 
public practitioner of accountancy. 

“For the student who comes to New 
York with the intention of continuing 
his studies and at the same time engaging 
in some particular commercial occupa- 
tion for which he may be especially 
adapted, it seems to me that Pace is an 
ideal school. The convenience and the 
unusually pleasant environment of the 
institution contrast greatly with the 
monotony and lonesomeness that befall 
a student studying and working at the 
same time. At present I am completing 
my senior year at Pace Institute. My 
program both at school and at work is 
so arranged as to provide ample time 
for study and diversion. 

“Undoubtedly there will be some who, 
upon coming to New York, will find con- 
ditions in general not the same as I have 
portrayed them. To those, I would 
apply that old adage, “‘What is one 
man’s'food may be another’s poison.” 
In other words, it rarely happens that 
various people share the same feelings. 
As for myself, I am well pleased with the 
education and economic progress that I 
have made during my short stay.” 


R. G. RANKIN & Co. announce the 
opening of a Buffalo office in the Liberty 
bank building, under the management of 
C. M. Burlingame. 
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INo-par Value Capital Stock 


By Cyril N. Balleck, CoP 2A; 


Assistant Manager of the Detroit Office of Haskins & Sells 


HE first law providing for the 

issuance of capital stock without 

par value was passed in the State of 
New York, in the year 1912. Since 
that date many of the States have 
passed laws, similar in many respects 
to the law in New York, giving corpora- 
tions the right to issue no-par stocks 
of different classes. The use by corpora- 
tions of no-par stocks as a part of capital 
structure is gaining in favor each year; 
but, notwithstanding the experience 
of the past, there is still much to be 
learned. 

No-par value stock is the evolvement 
of conditions, still existent, which made 
it desirable, if not necessary, to divorce 
from shares of capital stock the thought 
or idea of a fixed value. Often at the 
time of incorporation and in each 
instance in the case of going concerns, 
fixed or par values are impractical and 
in a sense meaningless. 

Obtaining Working Capital 

Assume the case of an individual who 
has developed a new product for the 
market, and who wishes to form a cor- 
poration for the manufacture and sale 
of the product. With respect to the 
capital required to finance operations— 
if the capital structure of the corpora- 
tion so formed is composed of par value 
common stock, it becomes necessary to 
determine the relative value of the 
patents or rights to manufacture, until 
the point is reached at which the product 
can be marketed ona profitable basis. 
_ Such problems are usually solved by 
estimating the finances necessary to 
continue productive operations until 
the business is self-supporting and then 
declaring the patents to be worth an 
amount in excess of that estimated sum, 
so that control of the corporation will be 
vested in the individual who developed 
the product. The value of the patents 
for which capital stock is issued is not 
primarily based on the probable profits 
to be derived from the sale of the product 
to be manufactured under the particular 
patent, but is based on the estimated ex- 
penditure required to carry on productive 
operations to a certain point. On this 
basis the value placed on the patents 
for a product requiring involved and 
expensive manufacturing processes would 
be greater than placed on the patents for 
another product inexpensive to manu- 
facture. The development work and 
probable profits to be derived from the 
last mentioned might be considerably 
more extensive. 

Capital stock of no-par value elimi- 
nates the necessity for declaring such, 
shall we say, fictitious values. A num- 
ber of no-par shares may be issued in 
consideration of the assignment of pat- 
ent rights for which no value in dollars is 
set up on the books. Other no-par 


No-par Value Capital Stock 
is always an intricate subject 
to deal with. The Pace Stu- 
dent, at various time in the 
past, has published articles on 
this subject. The following 
article, we believe, deals with 
some interesting phases of 
no-par value capital _ stock. 
The article is reprinted from 
the November issue of the 
Detroit Accountancy News. 
Cyril N. Bullock, C.P.A., the 
author, a graduate of Pace 
Institute, and assistant man- 
ager of the Detroit offices of 
Haskins & Sells is well known 
to many Pace Student readers. 
—THE EDITOR. 


value shares may be sold to obtain the 
necessary capital to finance operations. 
The purchasers of stock for cash acquire 
an undivided interest in the patent rights 
and the individual who developed the 
product acquires an undivided interest 
in the cash collected or the assets pur- 
chased with it. It is not necessary to 
set up an estimated value for items the 
real value of which in many cases cannot 
be computed. 


Value of Stock 


With reference to a corporation en- 
gaged in enterprise, par values placed on 
common capital stock are almost mean- 
ingless. The case of any corporation 
will serve as an example. The equity 
of the common stockholders is the dif- 
ference between total assets and liabili- 
ties plus preferred stock, or in other 
words the sum of common capital stock 
and surplus. Surplus, which is one of 
the factors influencing the value of com- 
mon stock, is a constantly changing 
factor and the value of common capital 
stock must, therefore, be and is changed 
by these fluctuations in surplus. The 
par value of common stock under these 
conditions, except as a coincidence, 
never reflects the actual value. A com- 
parison of stock exchange values of 
common stocks, which are market values, 
with par values will also disclose the im- 
practicability of fixing par values for 
common stock. 

Stocks of no-par value are popular 
because of the flexibility afforded in their 
application to particular conditions. 
The impression that a share of common 
stock represents or is identified with a 
constant or fixed value is eliminated from 
no-par value stock. 


Objections Raised 


Some objections are raised against 
no-par value stock because of the ease 
with which it may be improperly manipu- 


lated to fit feigned conditions. This is 
perhaps true, but to no greater extent 
than with stocks carrying par values. A 
purchaser of common stock, whether it 
carry a par value or not, should inquire 
into the probable disposition which has 
been made or will be made of the 
authorized shares. If many or a major- 
ity of such shares have been or ate to be 
issued for intangible or other assets of 
use only to the particular firm, the in- 
vestor may obtain that information if 
he seeksit. The doctrine of caveat emp- 
tor prevails under any condition. 

Insome states corporations are granted 
the privilege of issuing non-par value 
preferred stock. There, apparently, are 
no objections of great import to the 
issuance of such stocks if precaution is 
taken against possible critical situations 
which might arise. 


Treatment of Preferred Stock 


Preferred stock is relatively a liability 
in comparison with common stock, in 
that at the time preferred stock is re- 
tired the preferred stockholders are to 
be paid a definite sum per share regard- 
less of the effect on the equity of com- 
mon stockholders. Dangerous situa- 
tions might arise from this preferment 
if the preferred stockholders were per- 
mitted to purchase their stock at too 
great a discount from the eventual re- 
tirement price. The discount as well 
as the dividends payable on preferred 
stock reduce the equity of common stock- 
holders and if the discounts were in ex- 
cess of a reasonable amount, common 
stockholders would be justified in 
starting suit in an effort to preserve for 
themselves their jointly held property. 

The danger resulting from the issuance 
of no-par value preferred stock arises at 
the point where the equities of preferred 
and common stockholders cross. The 
case cited is only one of many conditions 
which might develop under differen 
circumstances. 


Allocation of Surplus 

Some corporations at the time of is- 
suance of no-par value stock have erred 
in assigning the entire surplus to common 
stock, which is usually done on the 
theory that it belongs to common stock- 
holders. This procedure is not good 
practice because it has the effect of 
leaving no surplus available, against 
which to charge the losses of unprofit- 
able years. if such should be experienced 
immediately after the surplus had been so 
transferred. Also no surplus is available 
for dividends except such surplus as may 
be created by current earnings. An 
advantage through increased credit is 
gained, however, in assigning relatively 
large amounts to capital. Capital may 
not be used to pay dividends and 
creditors have the assurance that such 
amounts as are shown as capital will 
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remain for continuous use in the business. 

The laws in some states make it man- 
datory that at least a minimum amount 
of stockholders’ equity shall be set aside 
and designated as “‘stated’’ capital. 
Stated capital is not intended to repre- 
sent the amount received from the sale 
of stock but rather the amount available 
for doing business. In preparing finan- 
cial statements for corporations with 
no-par value stock outstanding it is im- 
perative that the amount shown thereon 
as stated capital be not in excess of the 
correct amount. Such statements might 
later be published and individua’s or 
concerns doing business with: the cor- 
poration on the basis of such statement 
would expect the stated capital to be as 
shown. Under this circumstance it 
might be necessary for the corporation 
- to increase its stated capital to the 
amount shown by the statement which 
might seriously affect its dividend policy. 

The foregoing is not intended to cover 
more than a few facts pertaining to no- 
par value capital stock. Such stock is 
being issued extensively throughout 
the country, and for that reason it has 
become a subject for study by the ac- 
countant and the investor. 


Donovan Appointed 
Tax Director 


COMPLIMENTARY dinner was 

Teccntiveciven to James) J: 

Donovan, an old-time Pace stu- 
dent, on the occasion of his appointment 
as District Director of the New York 
State Income Tax Bureau. The affair 
was held at the Hotel Pennsylvania and 
more than five hundred friends of Mr. 
Donovan attended. Mark Eisner, 
former collector of Internal Revenue 
was toastmaster. Mr. Donovan’s new 
appointment came after eight years’ 
work in the Income Tax Bureau. 


The Accountant's Service 
to the Management 
(Continued from page 27) 


given individual attention or brought 
before the management is largely one of 
training. The power of discriminat- 
ing between the purely routine trans- 
actions and the indicators of the trend of 
business or good will of customers is of 
prime importance to the successful hand- 
ling of the business and applies to the 
entire organization as well as the 
accountant’s work. 

To sum up the true service of the 
accountant in its broadest sense the 
following may be mentioned. 

1. To record and classify properly the 
financial transactions; 

2. To prepare statements at regular 
intervals showing the condition of the 
business and the results of operations. 

3. To be a self-starter in picking out 
the significant transactions and in 
analyzing them. 
analyzin.. dcmm. 

4. To present the financial trans- 
actions in a clear and concise form. 

5. To aid in their interpretation. 
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Regional Meetings, American 


Institute of Accountants 


AX and tax legislation were the 
subjects under discussion at the 
ninth regional meeting of the Amer- 
ican Institute of Accountants for the dis- 
trict comprising Western New York, 
Western Pennsylvania, West Virginia, 
Ohio, Indiana, and Michigan. The meet- 
ing was held at the Indianapolis Athletic 
Club, Indianapolis, Indiana on Nov- 
ember 16. 
The morning session of the meeting 


was opened by the Honorable Ed. 
Jackson, governor of Indiana, who 
delivered the address of welcome. A. P. 


Richardson, secretary of the American 
Institute of Accountants, then spoke a 
few words on the work of the Institute. 
Following his talk, Arthur A. Ballantine, 
formerly solicitor of the Bureau of 
Internal Revenue, delivered a very in- 
structive address on “Income Account- 
ing and Income Taxation.’”’ Because of 
his experience before the Board of Tax 
Appeals; Mr. Ballantine was able to 
bring out many practical ideas; and, as an 
attorney, spoke from the viewpoint of 
the legal profession rather than from 
that of the accounting profession. 

After the business meeting which 
opened the afternoon session, William 
H. West, president of the American 
Institute of Accountants, spoke about 
the library of the American Institute 
and the splendid opportunity it offers 
for research and study upon the part 
of accountants and students of accoun- 
tancy. Mr. George E. Frazer followed 
with a talk that was of vital interest 
to all accountants present—‘‘Valuation 
for Tax Purposes.” Following this 
very illuminating talk, Homer S. Pace, 
chairman of the Bureau of Public 
Affairs of the American Institute of 
Accountants, gave a short talk on 
“Accounting Activities with Respect to 
Tax Legislation.”’ 

In the evening there was a dinner 
dance, held in the main dining room of 
the club, followed by several addresses. 
Mr. J. S. Y. Ivins, who was, until his 
resignation last September, a member of 
the Board of Tax Appeals, having been 
one of the original appointees, voiced his 
opinions on the suggested changes being 
planned for the Board of Tax Appeals. 
He brought out particularly that any 
radical increase in the number of 
members on the Board would tend to 
make it unwieldy, and would hamper 
rather than aid the rapid disposition of 
cases. Mr. Pace concluded the program 
by giving a few personal reminiscences of 
his experience in reorganizing the Income 
Tax Unit during the war under Com- 
missioner Daniel C. Roper. 


HE tenth regional meeting of the 
American Institute of Accountants 
for the district comprising Minne- 
sota, Wisconsin, Illinois, lowa, Nebraska, 


Missouri, Kansas, and Kentucky was 
held at the Hotel Drake, Chicago, on 
November 17. 

Because of the contemplated changes 
in the Federal tax laws, and the general 
interest that is being displayed with re- 
gard to Federal and State taxation by 
accountants and the public generally, 
tax ligislation and procedure with respect 
to all classes of tax matters were chosen 
as the general subjects of the meeting. 

The Honorable Francis X. Busch, 
corporation counsel of the city of 
Chicago, opened the meeting and the 
morning session with an address of wel- 
come. Following his talk, “The Trend 
of Modern Accountancy”’ was discussed 
by William H. West, C.P.A., New York; 
Ernest Reckitt, C.P.A., Chicago; Arthur 
Andersen, C.P.A., Chicago; and J. O. 
McKinsey, C.P.A., Chicago. Homer 
S. Pace, C.P.A., New York, then spoke 
on “The Relation of the Accountant to 
Public Service.”’ 

After luncheon, held in the grill room 
of the hotel, Mr. F. B. Andrews, C.P.A., 
Chicago, gave an interesting talk on 
“The Principles of Inheritance Taxes.”’ 
Mr. Nathaniel Seefurth, of Chicago, fol- 
lowed with a talk on the valuation of 
securities for inheritance tax purposes. 
Willis D. Nance, of Chicago, closed the 
afternoon session with an. address on 
“Procedure before the Board of Tax 
Appeals.” 

The banquet, held at 6.30, was well 
attended. Mr. George E. Frazer, of 
Chicago, was toastmaster. Addresses 
were delivered by William H. West, 
president of the American Institute of 
Accountants; by Colonel George T. 
Buckingham; by A. P. Richardson, 
secretary of the American Institute of 
Accountants; and by Dr. G. W. Dyer, 
of Vanderbilt University, Nashville, 
Tennessee. 


IN. Y. Credit Men’s 
Association Banquet 


HE thirty-first fall banquet and 

meeting of the New York Credit 

Men’s Association was held at the 
Hotel Astor, New York City, on Nov- 
ember 12. An interesting program was 
arranged by the Public Meetings Com- 
mittee under the chairmanship of H. C. 
Bainbridge, Jr. 

The speakers of the evening follow: 
William H. Pouch, president of the New 
York Credit Men’s Association, toast- 
master; Alfred J. Sadler, A. M.; Richard 
T. Baden, president, National Associa- 
tion of Credit Men; Dr. Jeremiah W. 
Jenks; Hon. Samuel E. Winslow; and 
Maxwell S. Mattuck. Music was 
furnished by the Cordes and Marks 
orchestra. 
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“Study Accountancy at Pace’ 


Auditors, controllers, and professional accountants everywhere 
give this advice to young men and women who seek Business 
or Accountancy training and advancement—who demand oppor- 
tunity to develop and to earn. 


January classes in Accountancy and Business Administration — 
both day and evening—are now open for enrollment at Pace 
Institute, New York. There will be, in addition, beginning 
Classes in Business English and Public Speaking. 


Opening dates are as under: 


Accountancy. 
Monday, January 4, at 6 P. M. 
Monday, January 11, at 8 P. M- 


Tuesday, February 9, at 9:15 A. M. 
(Day School Division) 


English: 

Wednesday, January 20, at 6 P. M. 
Public Speaking: 

Wednesday, January 20, at 8 P. M 


Write for a copy of “‘Pace Men,’* an interesting booklet containing bio- 
graphical sketches of Pace students and graduates who have made good, 
and for a copy of the Institute ‘‘Bulletin.”’ 


Pace Institute 
30 Church Street, New York 


ef Cass 


Pace Student 


For the Person of Receptive Mind 
$ As AS 
7 Lo 


February, 1926 ie F yo'* 


* a> 
ted 
A 


Crore. Vi. MelkAawGHLIN 
Certified Public Accountant 


PorticzE CoMMISSIONER, City oF New Yor«K 


Published in the interests 


VotumeE XI 
of a Greater Accountancy 


NuMBER 3 


CONTENT of the MAGAZINE 


Cover: A portrait of George V. McLaughlin, C.P.A., Police Commissioner 
of the City of New York. 


EDITORIALS», “oye Sac. |. TRB ease 
GEORGE WASHINGTON, THE ACCOUNTANT ....... . |] 
ACCOUNTS OF PUBLIC UTILITIES . . /9 2), 9 4) | 
Lucas PAcIOLI’s TREATISE ON DOUBLE-ENTRY BOOKKEEPING ... ... IO 
RECEPTIVITY—TUNING. IN ON NEW IDBAS.. . .. .. . . | ne 
DINNER TALK TO FRESHMEN . . . re 
CONVERTING ACCOUNTS. TO CORPORATE,BASIS®. . . . . . |). ame 
HOWARD FE. MurrAy, BIOGRAPHICAL SKETCH . . . . . . 
ARBITRATION Now MADE EFFECTIVE (9... 0% . . .. | ee 
THE UNITED STATES ARBITRATION ACE... . . |. 3) ) ee 
PUNCTUATION AND THE USE OF THE COMMA’. |... . . . | = 
The 


Pace Student 


TA ein for the student-—for “cone who practices studying and investiga- 
tion’—and, generally, for all persons of receptive mind, published monthly 
by Pace & Pack, of 30 CHURCH STREET, NEW York, at a yearly subscription 


price of $3.00. 
HoMER S. PACE, Edztor CHARLES T. BRYAN, Assoczate Edztor 


ROBERT S. PACE, Managing Edztor 


z. | 
fn ' 


Vor. XI 


The 
Co 


February, 1926 


Student 


No. 3 


Regents’ Examinations 


F& many years the state of New 
J York has provided a means by which 
any individual resident within the 
state could prove his possession of 
academic knowledge by passing regents’ 
examinations. A candidate was re- 
quired to demonstrate possession of 
knowledge, and it mattered not where 
or how he acquired it. Many a man and 
Boman has been encouraged by this 
method to undertake self-study and to 
obtain the academic credentials neces- 
sary for admission to law, medical, 
accountancy, or other professional 
examinations. 

_ The State Education Department has 
seen fit to change this time-tried pro 
cedure, and has served notice that after 
January 1, 1928, no one is to be ad- 
Mitted to a regents’ examination with- 
out having studied the subjects in 
which he desires to be examined in 
tegular high-school or other approved 
Classes. 


man or woman must undergo the slow 
and tedious processes of attending 
evening high school if he or she is to 
ualify for the examinations. This 
fequirment may be justified in subjects 
that require laboratory work, such as 
chemistry or physics, but it is unneces- 
Sary and against the public interest, in 
our judgment, when applied to subjects 
such as economics, history, English, 
nd the foreign languages. In any one 
f these and certain other subjects an 
ndividual may already possess a con- 
iderable knowledge, and his time and 
energy may be best conserved by 
struction of a different type from 
at in an ordinary high-school class. 


_ This ruling means that the employed 


. 


There ate, in fact, certain subjects, such 
as history and economics, in which a 
mature person who has developed a 
studious habit of mind, can make 
adequate preparation for examination 
by self-study. 

Just why the regents have adopted a 
rule that will make it necessary for all 
citizens who seek academic credentials 
to enter the slow and tedious processes 
of high-school instruction, in subjects 
such as the ones enumerated, is not 
apparent. The practical effect will be 
to discourage academic review and 
special study on the part of many 
citizens. It may be thought that-better 
preparation will thus be assured for the 
professions, but the movement toward 
excluding the self-developed and self- 
educated type of professional man is not 
without its dangers. We need self- 
educated lawyers of the type of Frank B, 
Kellogg, the present Secretary of State, 
as well as the formally educated law- 
yers of the type of Charles Evans 
Hughes. 

Governor Smith expressed himself 
forcibly on this subject at the time of 
his consideration of the C. P. A. bill; 
and while we did not agree with his 
action with regard to the vetoing of the 
bill, we did agree with his condemna- 
tion of the common tendency to make it 
increasingly difficult for the young 
man who has to make his own way to 
enter the professions. We sincerely 
hope, in the interest of the broader 
dissemination of academic knowledge, 
that the distinctive and democratic 
procedure heretofore existing in New 
York, and that will exist until 1928, 
and to which many of us are indebted, 
may be retairied under a modified ruling 


by the regents. 


Accountant Becomes 
Police Commis sioner 


1 Be police commissioner of the city 
of New York has one of the most dif- 
ficult administrative jobs in the world. 
Treasure is here, in this apex city of 
commerce, brought together beyond 
the dreams of the spinner of the thou- 
sand and one tales—gold, silver, pre- 
cious stones, securities, silks, and mer- 
chandise of fabulous value are here 
stored in steel vaults, piled in great 
warehouses, and displayed in ten 
thousand shops and more—treasure 
here a-plenty and with it life, to be 
guarded against the thug and the crook. 
Here also are to be found, as in every 
area of congested population, powerful 
men whose influence is exerted against 
the efficient administration of law— 
politicians of the low order. 

Confronted by the task of maintain- 
ing—yes, of restoring—law and order 
is the great uniformed police depart- 
ment, a standing army in itself, pledged 
to serve the public. In its headship is 
found an administrative job requiring 
in its performance military, civil, and 
political abilities. 

For this job a certified public ac- 
countant was chosen—George V. Mc- 
Laughlin, who for fourteen years has 
been a member of the New York State 
Society of Certified Public Accountants, 
and who, after he became a certified 
public accountant, was admitted to the 
bar. Why was a man with this profes- 
sional background chosen rather than 
one with a military, engineering or 
business experience? 

First of all, and most important of all, 
George V. McLaughlin is a good 
citizen. For years he has sacrificed his 
personal financial interests in order to 


I 
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serve the public. He has put duty to 
his fellow citizens above selfish con- 
siderations. He has some of the old- 
fashioned ideas held by the patriots who 


laid the foundations of this country. He 


is willing to use his time and energy 
for the benefit of the community. 

Secondly, George V. McLaughlin has, 
as a basis for his work, the fact-finding 
ability of the trained accountant. The 
accountant is the best-fitted man in the 
country to obtain the facts necessary 
for intelligent administration. He is 
employed for that purpose by attorneys, 
by business interests, by the depart- 
ment of justice, and even by the army. 
He is accustomed to make searching 
and effective inquiry into the existing 
state and past transactions of an or- 
ganization of which he has no previous 
knowledge. 

This fact-finding ability has been in 
evidence during the first few weeks of 
Commissioner McLaughlin’s work in 
the police department. Day by day it is 
apparent that the Commissioner is ob- 
taining facts. Day by day it is likewise 
apparent that he is using his facts for 
executive purposes. 

Commissioner McLaughlin, by.reason 
of his accountancy experience, winnows 
the chaff of gossip and hearsay from the 
wheat of real truth. He is building his 
administration on knowledge and not 
on impressions and emotions. He is 
therefore stiffening morale and pro- 
moting efficiency to the outermost 
limits of the service. 

Commissioner McLaughlin’s appoint- 
ment, and the promise it gives of suc- 
cessful administration, may be reflected 
upon with profit, both by the public 
and by his fellow accountants. The 
public, through its parties and its 
elected representatives, should con- 
sider favorably further public appoint- 
ments from the ranks of experienced 


accountants who have evidenced in- 
terest in public affairs. 


Here may be found a great source of 
technical ability from which men can 
be drawn to act as comptrollers, direc- 
tors of budgets, finance commissioners, 
members of regulatory commissions, 
and even secretaries of the treasury. 


The Pace Student, February, 1926 


The accountant may also be requisi- 
tioned for executive positions, such as 
the police commissionership, in which 
there is need for ability to obtain exact 
information and for the use of the 
executive abilities developed in business 
Organization and management. A certi- 
fied public accountant is serving on the 
international debts commission; an- 
other has recently served as the presi- 
dent of the Association of Commerce 
of the city of Chicago; and one has 
recently been elected to the presidency 
of the great Studebaker Corporation. 
Plenty of ability here, ability of a high 
order—the public must have its share. 

Accountants on their part, should 
develop a greater willingness to sacrifice 
their financial interests in order to enter 
public service. The plain fact, em- 
barrassing as it may be to admit it, is 
that the majority of young accountants, 


unlike the majority of young lawyers, 


do not interest themselves in public 
affairs. Many accountants, when they 
become older and well-circumstanced 
from the financial viewpoint, still main- 
tain this attitude and are not willing 
to forego the advantages of private 
practice in order to enter public life. 
This attitude is changing rapidly be- 
cause of the work being done by public- 


‘spirited accountants for the purpose of 


increasing interest in public service 
among their fellow practitioners; but 
much remains to be done before the pub- 
lic can really and fully enlist the services 
of the members of this profession. 

In the meantime, George V. Mc- 
Laughlin, by his courageous assumption 
of the grave responsibilities of maintain- 
ing law and order in the great city com- 
munity of New York, affords an ex- 
ample that should be an inspiration 
to every accountant and to every ac- 
countancy student in the country. If 
the new commissioner should, in the 
line of duty, like his illustrious prede- 
cessor, Theodore Roosevelt, be called 
to the governorship of the state and to 
the chief magistracy of the nation, it 
will be due to his devotion to high 
ideals of service and his willingness to 
sacrifice his own immediate interests for 
the benefit of his fellow citizens. 


"practice, encourage your clients to in-| 


Arbitration 


F individuals learn to arbitrate thei 

business disputes, nations will soor 
learn to arbitrate their international 
differences. Arbitration of a practical 
sort is now available through the new 
Federal law, which took effect January) 
first of this year—a law that provides 
for the settlement of all disputes arising) 
from interstate transactions. State 
laws of a similar nature are available} 
in New York, Massachusetts, New! 
Jersey, and Oregon; and arbitration laws, 
are under consideration in other states. 

The accountant and the accountancy 
student, as well as the business man,| 
should become familiar with these| 
statutes. The Federal law is repro-| 
duced in this magazine. A copy of any, 
state law can be obtained from the) 
Arbitration Society of America, 115) 
Broadway, New York. Study the provi-| 
sions of these laws and explain them to) 
your friends. If you are in accountancy| 


sert, in all selling contracts, a clause for) 
the arbitration of disputes. Be an apostle, 
of this new movement in_business,| 
which economizes in money, time, and 
emotions. 4 

Whenever you hear an unfriendly ex-| 
pression with respect to arbitration, 
you will usually find it based on arbi-| 
tration under the laws of the old type, 
which permitted either contestant to 
withdraw or to ignore the award.) 
These defects are overcome in the new! 
arbitration laws, and you can perform| 
a useful service by explaining the dif-| 
ference and the satisfactory character, 
of the provisions of the new law. 


The analytic habit of thought, admirably 
developed by accountancy study and ex-| 
perience, enables its possessor to segregate 
confused and tangled detail into orderly) 
classifications, a study of which, im their 
relation to each other, leads to logical con-| 
clusions. | 


“When my young master has once got the 
skill of keeping accounts (which is a business 
of REASON more than ARITHMETIC), 
perhaps it will not be amiss that his father 
from thenceforth require him to do it in all 
his concernments.'’—LOcCKE oNEDUCATION | 
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grips our imagination—his habit 
| and character are still a matter 
of current discussion. Rupert Hughes, 
according to newspaper reports, has at- 
tacked the truthfulness of the cherry- 
‘tree story and stated, among other 
things, that Washington swore, dis- 
tilled whiskey, played cards, and 
danced with the ladies all night. In 
the acrimonious part of the discussions 
that have taken place we have no 
interest. In Washington’s method of 
work, however, we are interested and 
shall here endeavor to state facts that 
may be of especial interest at this time. 

Each one of us is receiving daily and 
contin. inz benefit because of the things 
George Washington did for us—things 
which were dangerous and difficult to 
do, but things which he chose to do in 
order that his fellow countrymen and 
their descendants might be able to run 
their own affairs in their own way. 
When a man is thus a benefactor of 
millions of persons, he usually becomes, 
in the course of time, an imaginary and 
idealized sort of person. In countries of 
primitive civilization, such a person 
even becomes a deity; and in countries 
of advanced civilization, he is often 
looked upon in a manner that ap- 
proaches worship. This habit is prob- 
ably as it should be, and still a great 
character may lose, instead of gain, by 
such a process. 


Washington As He Was 


Let us consider General Washington, 
not as the deified father of his coun- 
try, but as he actually was—a sys- 
tematic, careful, practical, conscien- 
tious, hard-working accountant, en- 
gineer, surveyor, and agriculturist—a 
professional and business man who was 
incidentally a great soldier and a great 
president. 

George Washington, let it be noted, 
was an able accountant, as wellas an able 
civil engineer and surveyor. He had, 
first of all, the natural habit of mind of 
the accountant and mathematician. He 
believed in order, system, and method, 


( iaiio WASHINGTON : still 


and laid out the work-management of 
his six operations, which included four 
plantations, a mill, and his home at 
Mount Vernon, as definitely as an ac- 
countant would organize a plan of work 
for a head office and five branches. He 
inspected all his operations regularly 
and painstakingly. He did the same in 
military organization, both as a British 
subject and officer in the French and 
Indian War, and as a patriot and officer 
in the Continental armies. He obtained 
his results largely by reason of careful 
and detailed planning and methodical 
execution. 

Washington evidently believed in 
records, as he kept a diary for fifty-two 
years—from 1748, when he was sixteen 
years old, until the time of his death. 
These diaries, somewhat incomplete be- 
cause of sections lost, but with many 
inventories, tabulations, and financial 
findings of one kind and another, have 
recently been published by the Mount 
Vernon Ladies’ Association. 


Inventory of Slaves 


Would you like to know about an in- 
ventory of his own slaves, prepared by 
General Washington? He personally 
prepared such an inventory, in excel- 
lent accounting form, under date of 
Saturday, February 18, 1786—during 
the time that intervened between the 
close of the Revolution and the adoption 
of the Constitution, when Washington 
was at home running his plantations. 
The adults are noted as ** grown”’ slaves 
and are classified by occupations; and 
careful notation, such as ‘almost past 
service’ and ‘‘old and almost blind,”’ 
are given with respect to certain slaves. 
The children are classified by mothers, 
and the age of each child is given. At 
the end of the inventory, there is a sum- 
mary in the most approved accounting 
fashion, showing that there were 67 
slaves at the mansion house (Mount 
Vernon), 25 at Muddy Hole operation, 
52 at his River Plantation, 38 at Dogue 
Run Plantation, 30 at Ferry Plantation, 
and 4 at his mill, making a total of 216. 

From time to time, other inventories 


George Washington, the Accountant 


Accounting work habits of first prestdent de- 
scribed 2» Reproduction of cash entries in 
Washington's handwriting -» Talk broad- 
cast by ALFRED F. Upson, Station WMCA 


are given in his diaries. He lists on 
October 12, 1787, for example, all his 
horses, with the same meticulous ob- 
servance of accounting procedure. The 
name of each horse, in nearly every 
instance, is given; and if the name is 
omitted, there is a description by which 
it can be identified, such as ‘‘mare, off 
hind foot white.’’ The names ‘‘Old 
Partner’ and ‘‘Old Valiant’’ are par- 
ticularly interesting—brave and _ re- 
liable horses they must have been, thus 
to be known by one of the world’s 
greatest generals. The number of cattle 
and sheep is given, and the cattle are 
Classified as to age; and all necessary 
detail is given for identification pur- 
poses. Recapitulatory tabulations are 
given by which totals are made avail- 
able—just such tabulations as account- 
ants make every day in their work. 


Inventory of Live Stock 
General Washington kept a careful 
record of hogs slaughtered, showing 
with respect to each operation the num- 
ber slaughtered, the resulting pounds 
of meat, and the disposition of the 
product. On December 21, 1787, there 
was a special slaughtering, apparently 
for Christmas purposes, the meat being 
distributed to six different overseers and 
individuals. The total amount of pork 
produced was 1,985 pounds, while 
1,982 pounds were disposed of. One 
wonders what became of the three 
pounds unaccounted for—it is one of the 
very few instances in which a dis- 
crepancy, however slight, is not ac- 
counted for by this man of accounting 
and engineering training and instincts. 
Each fall the plantations produced from 
I§,000 to 20,000 pounds of pork; and 
the owner made, in his own handwrit- 
ing, a very careful record of the number 
of animals slaughtered, pounds of meat 
produced, and the like. A modern 
controller could have done it no better. 

A very careful record of the weather, 
of the planting of fruit trees and shrub- 
bery, and of the grain and other seed 
required in planting was made by this 

[Continued on page 6] 
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EDITOR’S COMMENT: George Washington was an able 
accountant—the evidence is here placed before you in his own 
handwriting. The plates were made from the concluding pages of 
bis record of personal expenditures as Commander-in-Chief of the 
Revolutionary armies. The period covered, as he states it, was 
“for the years 1777, 8 & g—and 1780, 1 & 2—and to the prest. 
date.’ In signing the record he dates it’ July 1st, 1783.” 


We have here not only evidence of General Washington's 
technical ability to do accounting work, but evidence as well of 
his pleasure in its performance. The tick marks, the penman- 


ship, the alignment of figures, the’ E Excepted’’—these details 
tell their own story. Washington found time to practice and to 


enjoy accounting. 


The young man who is impatient of detail and who wishes te 
rise to executive position on the basis of generalities, may well pay 
heed to the mute testimony of these pages. The record indicates 
that Washington's great executive qualities were based upon his 
capacity for the exact performance of detail. 


A reproduction of the entire expenditure record is available for 


inspection at Pace Institute. 


a ———————————— 


[Continued from page 3] 
accountant-farmer. He was careful to 
note the details of production and to 
show the relation between results and 
causes. For example, he conducted ex- 
periments showing production of po- 
tatoes from fertilized ground as con- 
trasted with unfertilized ground. He 
notes that the potatoes from the fer- 
tilized ground were much the larger, 
and in a tabulation he shows that the 
comparative yield of what he called 
“‘eatable’’ potatoes was as 61% is com- 
pared to 5 in favor of the fertilized 
ground; while the yield on what he 
called “‘seed’’ potatoes (presumably the 
poorer ones) was the same in both in- 
stances. The modern idea of selecting 
the best for seed was apparently un- 
known to Washington. He notes, upon 
a remeasuring of these potatoes after 
they came to the mansion house— 
witness the meticulous accounting check 
and care exercised by the General—that 
there was a discrepancy. He states that 
it was unknown whether this was oc- 
casioned by a difference of measuring or 
by theft; and his notes indicate that he 
expected to find out whether theft had 
occurred or not. He not only had the 
accountant’s instinct, but he was evi- 
- dently a shrewd and capable auditor. 


Kept Books of Account 


General Washington not only kept a 
diary and made tabulations of results; 
but kept accounting books in approved 
fashion and in most excellent hand- 
writing. A reproduction of his original 
record of personal expenses incurred on 
behalf of the Government during the 
Revolutionary War is possessed by Pace 
Institute. In this record the accountant 
may see in the handwriting of the first 
president of the country, careful en- 
tries, made with due regard to debits 
and credits, covering all his personal 
receipts and disbursements while in 
command of the Continental armies. 
Explicit explanation accompanies each 
entry, with the exception of a few pay- 
ments made to officers in the secret 
service; and in these instances he notes 
that it would be against public policy 
to write the name of the person re- 
ceiving the money. 

There is a somewhat plaintive state- 
ment that: he was reimbursed in de- 
preciated currency and that, in certain 
other respects, his private interests had 
suffered. He was not complaining, but 
he wanted the record complete—again 
he runs true to accounting instincts. 

Enough has been said to indicate the 
careful work habits of this remarkable 
man. He was fundamentally a mathe- 
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matician, with special technical training 
in accounting, surveying, and military 
science. He was an agriculturist be- 
cause the great organizers and producers 
of that time found in agriculture the 
chief road to success and fortune. He 
was a careful and accurate observer, a 
recorder of detail, and a reasoner on the 
basis of carefully gathered-.and con- 
sidered facts. He planned each move in 
his private business affairs exactly as he 
planned each move of his troops. 

General Washington, if we may judge 
from the records he left, and the results 
he attained, always had himself under 
control. He was not hasty or erratic 
and did not have the type of brilliancy 
that is often associated with a volatile 
and emotional nature. He felt strongly 
and deeply, but on a basis of well 
ordered and considered facts. On oc- 
casion he gave forcible expression to his 
temper and will—to emotions that were 
kept, in ordinary circumstances, care- 
fully under control. If he swore, it is 
probable that he did it as a definite 
way of obtaining results that he other- 
wise would not have obtained. The 
cowboys laughed at Roosevelt in the 
early days when he attempted to use 
Harvard language on the steers—he 
later learned to use more forcible 
language—language that stopped, how- 
ever, short of swearing. Washington 
was a great man to get results with the 
means at hand. 

George Washington, in accordance 
with the standards of his day, owned 
and worked slaves; and he made and 
used liquors, and on occasion he swore. 
He was within the conventions and the 
moral standards of his time in doing 
these things, barring swearing, which 
may be justified, to some extent at least, 
by reason of his contacts with the Con- 
tinental congress. This body still ex- 
erts the same influence on people who 
seek to do business with it. 


If Washington Were Alive Today 


If Washington’s capacities found éx- 
pression to-day, it is safe to assume 
that he would be interested, as he was 
in his day, in the development of water- 
power, in the building of good roads, 
in the development of the western part 
of our country, and in domestic trade 
and foreign commerce. He would be 
interested in the technical develop- 
ments of science, including aviation, 
radio, and submarines. He would find 
time to obtain facts and to reflect upon 
them despite the hurly-burly of the 
times. He would dance, and he would 
be fond of the society of women as he 
was then. If he danced all night with 
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the ladies (and with whom but th 
ladies would a gentleman dance?), h’ 
would have many good people to kee) 
him company. He would budget hi) 
personal expenses now as he did i) 
Revolutionary times, and as I imagin| 
is done by his latest successor in th 
presidential line. At least Calvi) 
Coolidge is a good budgeteer from th) 
national viewpoint. | 

It is also safe to say that Georg 
Washington, were he living, would no} 
own slaves or distil liquor or do an} 
other thing prohibited by the Con 
stitution and the laws of the countr) 
that he helped to establish. He woul 
be a law-abiding citizen, as he was ii 
his own time, working for necessar 
reforms and giving liberally of his tim 
and ability to public service. | 

Most of us who have Washington | 
methodical turn of mind, lack hi 
imagination. He could make an expensi 
entry in his books without losing sigh’ 
of the future of the great nation that hi 
was founding. He could laborious]} 
write down the names of his horse 
and check and recheck the measuring 0) 
potatoes or buckwheat, while foresee 
ing the billions of bushels of product} 
that were to come when the continen) 
was settled and productively tilled anc 
safeguarded by a government strong anc 
wise. This great constructive imagina: 
tion, in company with opportunity fot 
nation building, none of us may reason: 
ably hope to have. 


Accounting Work Habit 


George Washington's work-habit, 
however, you and I can adopt, and from 
it we may obtain the same kind of 
benefits that he obtained from it. We 
can order and arrange and systematize 
our education and our development and 
our daily work. We can, as he did, 
plan down to the smallest detail the ex- 
penditures of our household. We need 
not be too much engrossed with social 
duties, not even with all-night dancing, 
to read and to reflect, and to plan our 
tasks, as he did. 

The sensible thing, therefore, is to 
love and respect Washington for what 
he was and what he did, and to do this 
on the basis of fact, even as Washing- 
ton would have liked to have us do. 
Adopt his work-habits and strive for his 
energy and perseverance and for his 
constructive imagination. Judge him in 
matters of personal conduct by the 
standards of his own day, and remember 
that history provides no greater example 
of devotion and sacrifice, of ability and 
imagination, than came together in this 
great founder of a great country. , 
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NIFORM systems of accounts are 
| | usually prescribed by state com- 
- missions and required to be used 
by utilities within a state, subject to the 
jurisdiction of the commission. 
_ The majority of the states have, by 
legislative enactment, created regula- 
tory commissions having jurisdiction 
over public utilities operating in their 
several states. There is a diversity in 
the names and jurisdiction of these com- 
missions, being severally designated as 
Railroad Commissions, Public Utility 
Commissions, Public Service Commis- 
sions, and Corporation Commissions, 
conforming with the provisions of the 
act creating such commission. Most of 
these public regulatory bodies are em- 
powered: to prescribe a system of ac- 
counts to be kept by all public service 
corporations within their jurisdiction 
Mi in most instances, the statutes have 
a provision prohibiting the companies 
from keeping their records in any other 
manner than that prescribed. 
Forty-seven states, and the District of 
Columbia, have some form of regulatory 
‘body, Delaware being the only state in 
the Union without any form of com- 
‘mission whatsoever. Of the forty-seven 
States, thirty-eight have jurisdiction 
‘over the accounting of electric light and 
power companies and some of the other 
Operating utilities, while the nine re- 
maining do not have prescribed account- 
ing systems for electric light and power 
companies but do have a limited juris- 
diction over the railroads, street rail- 
ways and telephone companies. 


Early Attempts at Classification 


‘The first attempt at standardization 
of accounting systems for public utilities 
was developed by the people who owned 

‘and operated public utility properties. 

Some twenty-five or thirty years ago, 
one of the principal operating com- 

‘panies owning utilities all over the 
country desired a uniform system for 
use of their properties for the purpose 
of obtaining comparable statistics of the 
Operation of the several companies. 


As early as 1867 the Massachusetts 
Railroad Commission prescribed a classi- 
fication for steam railroads and it was 
not until forty years thereafter, when 
the Interstate Commerce Commission 
came into existence, that real standard- 
ization in accounting for utilities be- 
came a fact, and then only for the rail- 
roads. 

Following the organization of the 
Interstate Commerce Commission, pub- 
lic service commissions were established 


Frep W. HEerBert 


Director, Service Department, 
National Electric Light Association. 


by legislative enactment in the States 
of New York and Wisconsin. Over the 
succeeding years following the estab- 
lishment of the commission in New 
York in 1907 and in Wisconsin in 1908, 
and as and when public service commis- 
sions came into existence, the natural 
tendency was to follow standards pre- 
scribed by these pioneer states. Their 
views were followed in part and in ad- 
dition, certain ideas, arrangements and 
accounting theories, representing the 
opinions of the individual accountants 
oF the several commissions, were incor- 


~The Accounts of Public Utilities 


Uniform Classifications outlined 2» Technical 
| | address to New York State Society of Certified 
Public Accountants 2» By Frep W. HeErBert 


porated into the several systems of ac- 
counts prescribed by them. This prac- 
tice developed a variety of classifications 
and had a tendency of drifting farther 
away from uniformity and from the con- 
venience of having comparable data be- 
tween the operation of companies in 
adjoining or other states. 

There were many holding companies 
operating subsidiary companies in many 
different states which were obliged to 
keep the accounts of their several com- 
panies in accordance with the standards 
prescribed n each state. This diversity 
of standards utterly destroyed the value 
of comparison and became a burden- 
some requirement on the utilities to 
reconcile their operating statistics as 
between companies. 

It was also apparent that the transfer 
of accountants of an operating company 
from one state to another necessitated a 
loss of time in familiarizing them with a 
different classification. The same con- 
dition applied to auditing accounts in 
different states by auditing firms and 
individuals. 

There are so many advantages to be 
derived from uniformity in state classi- 
fications and uniformity is generally 
conceded to be of such great advantage, 
both to the utilities and the regulatory 
bodies, that further discussion seems 
unnecessary. 


Development of Standard Accounts 


The National Electric Light Associa- 
tion, through its Classification of Ac- 
counts Committee, had been working 
for a number of years on a system of 
accounts adequate to cover the require- 
ments of electric utilities. The best 
accounting talent in the industry con- 
tributed, basing its conclusions on sound 
accounting principles and its actual ex- 
perience over years of electric utility 
operations. This resulted in the Asso- 
ciation publishing in 1914 a “Standard 
Classification of Accounts for Electric 
Companies,’’ which was found essential 
and adequate to the business and was 
used by many of the electric corpora- 
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tions over the country and, in one or 
two instances, adopted by state com- 
missions. 

The necessity of uniformity of state 
accounting classifications became more 
apparent each year, since the establish- 
ment of public service commissions. 
Attempts had been made to bring about 
this uniformity by different organiza- 
tions, without satisfactory co-operation 
or conclusion, so it was determined that 
the logical body to bring about this re- 
sult was the National. Association of 
Railroad and Utilities Commissioners. 

Acting upon the suggestion of the 
National Electric Light Association and 
fully realizing the need of uniformity in 
accounting for electric, gas, and water 
corporations, the National Association 
of Railroad and Utilities Commissioners, 
at the Indianapolis Convention of the 
Association in 1919, passed a resolution 
which placed upon the Committee on 
Statistics and Accounts of Public Util- 
ities of that Association the duty of 
formulating and presenting to the in- 
dividual state commissions uniform sys- 
tems of accounts for public utilities, 
other than railroads. 

The representatives of the accounting 
committees of the National Electric 
Light Association and the American 
Gas Association were invited by the 
Committee on Statistics and Accounts 
of the National Association of Railroad 
and Utilities Commissioners to collabo- 
rate in this work; and several conferences 
were held, with the object of formu- 
lating a standard uniform classification. 

At these meetings the relations be- 
tween the commission members and the 
company representatives were most har- 
monious; and, while the viewpoint of 
the Commissioners’ accountants was 
necessarily different on some questions 
from that of the utility accountants, 
there was evident at all times a genuine 
desire to cooperate in establishing a 
system of accounting which would 
make it easier to ascertain the full facts 
about any electric or gas company. 

It has generally been conceded that 
about ninety per cent of the different 
classifications represented the personal 
viewpoint of the author as to arrange- 
ments and text of some of the accounts, 
based possibly on theories, rather than 
actual practical experience; so that 
when a group of accountants, represent- 
ing the National Association of Rail- 
road and Utilities Commissioners and 
the operating companies of the electri- 
cal and gas industries, got together, it 
was only natural that some might have 
personal ideas which they wanted to 
have prevail. The desired result was 


naturally the coordination of all these 
ideas, so these gatherings were in effect 
get-together meetings for conference, 
agreement, and compromise. The ac- 
countants from both groups went to 
these conferences with the will to get 
together and, this being the attitude, 
they very soon obtained results. 


Results of Work 


A classification was finally adopted 


in November, 1922, at the Annual Con- ° 


vention of the National Association of 
Railroad and Utilities Commissioners, 
and this classification was recommended 
by the Committee for adoption by the 
several state regulatory bodies having 
jurisdiction over the accounting of 
electric light and power utilities. 

It is the general opinion that the 
work of these committees has reached 
a fairly permanent conclusion and that 
the classification should be given a fair 
and unprejudiced try-out for a period 
to fully demonstrate the value of uni- 
formity. It is possible that certain 
amendments may be necessary, as actual 
experience in its use may develop; but 
for the present any changes may be 
covered through its interpretations 
rather than by amendments. 

In the framing of any system of 
accounts, it must be made applicable 
to the purposes and operation of that 
particular business for which it is de- 
signed. The purpose of the accounts is 
to record transactions, providing the 
proper place and account to record the 
facts, and not framed with a view to 
enforce any economic conception or 
theory. Having been given the record 
of actual facts, one may deduce such 
economic conclusions desired as the 
recorded facts may justify. The ad- 
vantages of uniformity are that the facts 
are recorded with similarity, and the 
conclusions derived from the identical 
and uncontrovertible data. 


Adopted by Twenty-six States 


The classification of the National 
Association has now been adopted by 
twenty-six states and, with the excep- 
tion of a few minor modifications to 
meet requirements of certain provisions 
of thestatutes of thestates, classifications 
follow identically the classification pre- 
scribed by the National Association of 
Railroad and Utilities Commissioners. 
There were some minor differences in the 
minds of some of the accountants of the 
states which have adopted this classi- 
fication, as to arrangement and text, 
but for the purpose of establishing long 
sought for un formity those personal 
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q 
prejudices were set aside so that uni 
formity might prevail. q 

Possibly the question which wa} 
given the greatest consideration at th) 
several meetings of the joint committee) 
and upon which the most lengthy dis 
cussion was held, was on the subjec’ 
of so-called ‘‘depreciation,’’ with thy 
result that it was decided to discarn 
altogether the term ‘‘depreciation fe) 
serve’ and accept the substitute tern) 
“‘retirement reserve.’’ It was felt by al| 
those taking part in the discussion tha| 
‘“depreciation’’ had come to have s 
many unfortunate connotations, tha! 
clearness and uniformity of interpreta’ 
tion could best be obtained by using at) 
entirely different term. It was the con 
sensus of opinion that the wording o 
the accounts dealing with this subjec| 
and the instructions and definitions re! 
lating thereto are as free from ambi 
guity, in their present form, as i 
humanly possible and that they lay 
down a method of accounting whict| 
does not fetter the policy of any com 
mission in the treatment of this mosi 
important and, at the same time, in 
tricate economical problem. The trenc 
of commission regulation and _ the 
latest decisions of courts and com 
missions are more and more tending 
toward a sound principle in the treat: 
ment of so-called “‘depreciation,’’ and 
coming more and more in conformity 
with the regulations prescribed in the 
Uniform Classification of Accounts oj 
the National Association of Railroad 
and Utilities Commissioners. The pub- 
lic service commissions of many of the 
states have demonstrated that the rules 
laid down in this classification are sound 
governing factors in utility accounting, 
by adopting the present classification) 
of the National Association of Railroad 
and Utilities Commissioners. 

The Classification of Accounts re- 
ferred to represents a degree of progress 
in the accounting for retirement reserve,) 
and the text of the classification has been) 
very carefully drawn so as not to com} 
tain any ruling, expressed or implied,| 
which requires any rigid formula fot 
making provision for the reserve. | 

The Uniform Classification of Ac! 
counts recommended by the Com) 
missioners’ Association provides pri-| 
marily that, if service by members of! 
the electric light and power companies} 
is to be rendered effectively and at) 
reasonable rates, they must maintain 
the most practical and efficient system 
of accounting, and that such system 
should be as nearly uniform in the 
various states as is reasonably possible 
The text of the Retirement Expense 
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Account, quoted from the classification, 
is as follows: 

' “This account shall include such 
mounts, in addition to appropriations 
from surplus to retirement reserve, as 
the accounting company may deter- 
mine to be necessary to provide a re- 
serve against which may be charged 
the original cost of all property retired 
from service, plus the cost of dismant- 
ling less salvage. The amounts charged 
to this account, or appropriated from 
surplus, and credited to the ‘Retire- 
ment Reserve’ shall be in addition to 
the necessary costs of keeping the plant 
and equipment in a high state of effi- 
ciency through charges to the regular 
Maintenance accounts. 

' ““Notse—It is the intent of the classi- 
ication that a reserve shall be provided, 
tither through retirement expense or 
dy appropriations from surplus or both, 
sufficient to cover all retirement losses 
that may reasonably be expected."’ 

The electric light and power industry 

$ an intensively regulated industry and 
through this regulation we may possi- 
dly class the electric light and power 
industry as specialized as far as account- 
7g principles govern. 
~ Electric light and power companies 
ife continuing properties with a life ex- 
sectancy of perpetuity, so that a re- 
serve should not be established on the 
basis of amortizing it over a definite 
deriod. 
' The words depreciation and amorti- 
tation should not be used in connection 
with the accounting systems of public 
atilities. Depreciation means, first, 
‘0 lessen the price of, lower the rate of; 
econd, to sink in estimation, fall in 
price value, become of less worth. 

Amortization means to wipe out; 
‘0 extinguish. No utility company de- 
iifes tO wipe out or extinguish its 
oroperty. On the contrary, its sole aim 
S$ to maintain the productive and 
Dperating efficiency of its property at 
ts maximum by renewing parts dis- 
dlaced for any cause. 


Two View points 


[wo seemingly contradicatory view- 
doints are advanced on the purposes of 
treserve for depreciation or retirements 
oy whatever term used, which is largely 
‘esponsible for considerable argument 
on this subject. First, that reserves 
ue provided solely for the purpose of 
Maintaining productive capacity and 
operating efficiency, and not for the 
curpose of maintaining values in the 
oroperty. Second, that reserves are 
orovided for the purpose of maintain- 


‘og values and not for the purpose of 


Maintaining productive capacity or 
Operating efficiency. 

There is no conflict between these 
principles of accounting and the ac- 
counting for manufacturing industries, 
wholesale or retail business, so that the 
general principles of accounting prevail, 
with the additional accounts which 
govern this specialized industry. This 
is one of the important factors which 
lead to the difference of opinion in the 
treatment of so-called Bersectition” 
by public utilities as compared with 
the manufacturing industry. 

Discarding the word “‘depreciation”’ 
and using the term ‘‘ retirement reserve’’ 
by the utilities is based upon years of 
experience in utility operation and 
accounting and shows a decided prog- 
ress in accounting on this much mis- 
understood subject. 

Time will not permit for a lengthy 
detailed description of the different 
methods of so-called ‘‘depreciation,”’ 
which are classified under the captions 
of straight line, sinking fund annuity, 
equal annual payment, and reducing 
balance methods, with which, no doubt, 


you as accountants are very familiar. 


These are practically theoretical and 
deal largely with the process of assign- 
ing periods of life expectancy of all 
units and types of plant and equipment. 
In lieu of providing for theoretical de- 
preciation based upon life expectancy 
and that property declines in value, due 
to wear and tear, inadequacy, and ob- 
solescence, the classification of the Na- 
tional Association of Railroad and 
Utilities Commissioners provides for 
defraying the cost of actual retirements 
of property as and when made. The 
retirement reserve to which I have re- 
ferred in this classification is created 
and maintained through charges to 
operating expenses, and against this re- 
serve is charged the loss due to such re- 
tirements. The purpose of this account 
is that the burden of such losses may 
be, as nearly as is practicable, equalized 
from year to year. You will therefore see 
that accounting provisions in the classi- 
fication for retirements deal only with 
facts, instead of theories and mathemat- 
ical guesses which have no logical basis 
of fact. 


Not a Radical Departure 


This is not a radical departure in 
accounting, but a system based purely 
on economic principles which we must 
study and conform to if we are to be 
truly progressive in our accounting prin- 
ciples, the same as we in the industry 


are progressive in our mechanical and 


technical advancement. In the applica- 
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tion of this principle we are following 
the best and Natit accounting prin- 
ciple coordinated with present day oper- 
ation of the electric light and power 
industry. | 

It would take too long a time for me 
to cite the many authorities sustaining 
this viewpoint or call your attention to 
the decisions of commissions and courts 
sustaining the principles outlined of 
accounting for retirements as prescribed 
by the Uniform Classification of Ac- 
counts to which I have referred. 

I have not touched upon the part that 
accounting for retirements plays in val- 
uation and rate investigations, for this 
is another large subject, but just in pass- 
ing I want to impress upon you that 
this is a strategic point upon which the 
accountant must be well informed, and 
he must be alert to the methods and 
of the most rigid practices which will 
stand the acid test examination by reg- 
ulatory bodies and the courts. 

There is a tremendous responsibility 
placed upon the accountant, to safe- 
guard in every way those tenets of the 
profession by a clear understanding of 
the fundamentals of utility accounting, 
financing, and economics. He is the in- 
structor and educator of the financial 
officer, company engineer, and lawyer, in 
the problems confronting the industry. 
He is no longer the mechanical recorder 
of figures, but the man upon whose 
shoulders rests the responsibility of 
maintaining the organization with 
which he is connected, in a sound finan- 
cial condition. 


JOHN LEWIS HARVEY, C. P. A., and 
HARRY THOMAS McFARLAND have 
been admitted to partnership in the firm 
of Hurdman and Cranstoun, of New 
York and Syracuse. 


Leaky, full of leaks. A vessel is so, 
when it lets out any of the liquor con- 
tained; and a ship is so when it lets 
water come in.—Mair, 1756. 


TO BALANCE. To regulate an account, 
by stating it on both sides; to pay that 
which is wanting to make the two parts of 
an account equal.—DR. SAMUEL JOHNSON, 
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“Every citizen of the United States 
should be thoroughly acquainted with 
the geography of his own country and 
have some idea at least of the other parts 
of the world.’’—Jedediah Morse, D.D., 
minister of the congregation in Charleston, 
Mass., March 12, 1789. 


Lucas Pacioli’s Treatise on 
-Double-entry Bookkeeping 


al 


that is as unique and as extremely 

interesting—yet directly related to 
the accountant’s work—as the transla- 
tion of Frater Lucas Pacioli’s ‘‘ Treatise 
on Double-entry Bookkeeping.’’ The 
translat on of this treatise, which was 
published in 1494,and which is gener- 
ally accepted as the first book relating 
to double-entry, was made by Pietro 
Crivelli, F.C.R.A., at the request of the 
Institute of Bookkeepers, Ltd., of Eng- 
land. 

A thorough study of the principles 
set forth by Pacioli will convince the 
twentieth century accountant, or ac- 
countancy student, that, fundamentally, 
the rules of double-entry used and 
taught today did not have their incep- 
tion in a comparatively recent past but 
rather over four hundred years ago. 


Ei is seldom that a work is published 


It is interesting to note that the basic 


book of original entry, the journal, was 
used by Pacioli in his bookkeeping pro- 
cedure. He supplemented the journal, 
however, with a memorandum book in 
which entries were made prior to entry 
in the journal. The records made in the 
memorandum book could well be com- 
pared with the receipts, sales slips, in- 
voices, and the like of the modern ac- 
counting system. This record was also 
- termed the ‘‘Household Expense or 

Loase-leaf book.’’ The term ‘‘Household 
Expense’ was applied, because under 
the scheme of conducting business in 
the late fifteenth century any member 
of the business man’s household might 
have been called upon to transact busi- 
ness in the absence of the owner. A 
memorandum record of such a transac- 
tion was made, therefore, and later the 
bookkeeper made an entry in the Journal 
on the basis of the memorandum entry. 

The Journal procedure is described 
with interesting clarity and preciseness. 
Comparison with our present-day jour- 
nal entries show that there has been 
little or no deviation from the basic 

rinciples, although, of course, the form 
he been changed to some extent. The 
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Review of Crivelle’s translation of the orig- 
inal accounting text 2» Marked similarity 
to present-day methods and usages 27 2 
Originally published in 1494—two years 
after the discovery of America 
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discussion of the ledger is treated with 
no less detail and again the similarity of 
the ledger of today and Pacioli’s ledger 
is striking. The discussion of the trial 
balance, profit and loss, and closing of 
the books makes the reader feel that the 
text he is reading is the work of a 
modern author and not that of a mathe- 
matician of Columbus’ time. Probably 
the only term that is used in a somewhat 
different sense today is that of inven- 
tory. Pacioli classed as inventory all 
his worldly possessions, including cash, 
buildings, merchandise, and fixtures. 
He did not enter these assets as a group, 
however, but provided an account for 
each in the ledger. 

Many interesting passages, some 
almost humorous in appeal to the 
reader, are of special note. His admoni- 
tion with respect to certain bookkeep- 
ing procedures may well still be heeded 
by present day bookkeepers. For ex- 
ample, ‘‘So that he may understand the 
process well, we will take the case of 
one who is starting in business and 
show how he must proceed in keeping 
his accounts and books, so that he will 
easily find each thing posted in its right 
place; because if he does not duly post them 
in the right place there would arise great 
trouble and confusion in all his affairs.” 
Most auditors will agree, no doubt, 
with the last part of this statement. 

In discussing the ledger procedure, 
the important theory of the balancing 
principle is set forth. He admonishes 
the early bookkeeper that ‘‘therein Cin 
the ledger) you must never enter an 
item to debit which has not yet been 
posted to credit, and likewise, never 
must an item of credit be posted, before 
same with its respective amount is ready 
to be entered to the debit.’’ 

It is interesting to note the religious 
zeal practiced in business in Pacioli’s 
day. He calls particular attention to the 
fact that a business man ‘‘ must always 
commence his affairs in the name of 
God, whose name must appear at the 


beginning of every manuscript, always 


bearing his Holy Name in mind.’’ ie 
discussing the preparation of the Inven- 
tory he sets forth such principles, based 
on religious doctrines, which if thor- 
oughly practiced today would eliminate 
the ever necessary verification of in- 
ventories. a 

Pacioli’s system anticipated, how- 
ever, the possibility of fraud. He 
strongly advocated the numbering of 
pages for the following reason: *‘so 
that if someone wished to do wrong, 
he could cut or tear one of them out, 
which fraud could not be found out 
by the dates, because the days would 
without doubt still follow in succession 
and the page would not be missed.’" 

According to the treatise, the business 
man of 1494 also had his difficulties. 
In discussing certain business offices the 
author said, ‘‘in these offices the clerks 
are often changed, and each of these 
desires to keep the books in his own 
way. They a ways blame the previous 
clerks, by saying that the books have 
not been kept in good order; and are 
always persuading you to believe that 
their way is better than that of any of 
the others, and for such reason that 
they mix up the accounts of the said 
offices in such a manner that they do 
not correspond in any way.’ The 
author evidences his opinion of the 
methods of some of the early clerks— 
‘““Woe to anybody who has anything to 
do with these people.’’ Commenting 
further on the short-comings of erratic 
clerks, Pacioli states that he ‘‘remem- 
bers of many in past years who were 
severely punished. Auditors 
of today will probably be envious in 
that such recourse is denied them. ; 

Tax matters were of concern in these 
early days and the treatise does not ne- 
glect to incorporate rules and procedures 
for recording tax due as the result of 
transactions. : 

An admonition to junior accountants 
with respect to following instructions is 
found within the pages of this early 
treatise. An internal check on pro- 
cedures was maintained and before 
closing the books the entries in the’ 
journal were checked to the ‘‘big’” 
Ledger. The author says ‘‘you shall 
act in the following manner: viz, you. 
shall first try to get a helper; for you 
can hardly do it alone. To him, for 
greater precaution, give the Journal, 
while you shall keep the big Ledger 
yourself. Then you shall tell him, 
beginning with the first entry in the 
Journal, to call out the pages of your 
Ledger where that entry has been 
posted, first in the debit, and then in 

[Continued on page 18] Be 


-Receptivity—Tuning In on New Ideas 


my disposal, I wish to talk ona 

subject, simple enough in itself, 
but one that is described by a long name 
—the subject of “receptivity.” 

I use the term ‘‘receptivity’’ to indi- 
cate the capacity that one has to receive 
new and different ideas. Are you, 
listener-in, receptive to new and helpful 
ideas? Do you gather up each day, as 
you go about your work and your 
personal tasks, additional information 
' that helps you to work better, to earn 
more amply, to enjoy yourself more 
fully? 

Or do you, on the other hand, collect, 
by the reading of matters of no conse- 
quence and by taking part in trivial 
conversation, useless lumber, which en- 
cumbers you and holds back your 
progress? 

The mind of the child, as you well 
know, is a receiving set of the first 
order. He tunes in on many things, 
some good and some bad. In school 
day by day, his teacher strives to 
develop his receptivity—his desire for 
helpful information, and his capacity 
to obtainit. If this school work 1s well 
done, and his parents give the proper 
support, the youngster eventually takes 
up his work in shop or office with good 
mental receptivity. He will have an 
appreciation of good English, which 
will lead him to read good books and 
periodicals; he will have a knowledge 
of history and of government, which 
will enable him to acquire additional 
facts by taking part in community 
affairs; and he will have a basis in the 
natural sciences that will lead him to 
obtain many additional facts of a 
mechanical or scientific nature. 


Indefinite Development 


This capacity, upon which so much 
depends in the attainment of important 
position and place in the world, if care- 
fully trained and nurtured, will continue 
to develop indefinitely—to enlarge and 
improve until a man or woman reaches 
the age of 50 or 60, and even 70. 

I recall now a man who, at the age of 
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) Look well to your receptivity e» This magaxine 
as for the person of receptive mind—no other may 
join our circle -~ A radio talk by the Epiror 


50, was intensely interested in the 
development of flying machines and lost 
no opportunity in the early days of 
aviation to attend a demonstration. At 
the age of 60, he was still interested in 
flying, but had developed an interest in 
wireless communication and was enjoy- 
ing to the limit the development of this 
modern phenomenon. Throughout his 
entire life, he had kept mentally alert— 
he was always young from the view- 
point of receptivity. 


He Soon Settled Down 


I recall also a person who, at an early 
age, discontinued the systematic devel- 
opment of his power to acquire new 
information. He soon settled down to 
the routine duties of a job and made no 
attempt to gain new facts and new 
impressions. He became a routine 
worker in a groove position. He read 
One newspaper to the exclusion of all 
others; he rarely varied his diet; and in 
every other respect, having established 
a habit, he lived within it. He early 
lost his mental receptivity, and was an 
old man at 4o. 

Stereotyped processes, long carried 
out without invigorating and freshen- 
ing influences obtained from new con- 
tacts, from the study of new subjects, 
and from the reading of new books and 
different periodicals and newspapers— 
these stereotyped processes, I say, tend 
to interfere with the receptivity of the 
mind. Routine work we must all do, 
but it is highly undesirable to routinize 
all our incidental habits and thoughts. 

The mind easily becomes a creature of 
its environment—a dull and fixed state 
of mind easily develops from a drab and 
unchanging environment. The mind 
may become so solidified that an inter- 
ruption in the ordinary routine of 
things, such as comes from the loss of a 
position or the incurrence of a financial 
loss, may produce a disastrous effect out 
of all proportion to the importance of 
the event. There is, in such a mind, 
little mental mobility, and limited 
adaptability to new events and circum- 
stances. 


The Institute suggests to you, listener- 
in, that it may be a good thing, in this 
beginning part of the new year, to con- 
sider your own mental state. Are you 
mentally solidified? Do you receive 
new facts and impressions readily? Are 
you receiving and storing helpful 
material? Are you progressing or retro- 
gressing mentally? Are you mentally 
receptive? 


Heading Off Father Time 


It may be that you will conclude that 
premature age is creeping upon you 
because of the hardening of your mental 
processes; that your mind is becoming 
steadily less adaptable; that you have 
less mobility in marshalling your 
mental resources and your work abili- 
ties, than you had a year ago. 

If so, you should undertake to correct 
thistendency. The Institute hopes that 
you will ponder this matter, and that 
you will plan to do a better job of 
receiving this year than last. Look 
well to the selectivity of your mental 
set—take in only that which is good 
and helpful. If, after making your 
diagnosis, you feel that the Institute 
can be of help to you, write to us, 
stating any problem or asking any 
question that arises as a result of your 
study. We desire for you, each of you, 
listeners-in, mental alertness, develop- 
ment, progress. We stand ready to aid 
in any way we Can. 


Te Sil Es 


‘The city of New York is inhabited 
principally by merchants, physicians, 
lawyers, mechanics, shopkeepers, and 
tradesmen, composed of almost all 
nations and religions. They are gener- 
ally respectable in their several pro- 
fessions and sustain the reputation of 
honest, punctual, fair dealers—Morse’s, 
the American Universal Geography, or a 
View of the Present State of All the Em- 
pires, Kingdoms, States, and Republics in 
the Known World and of the United States 


of America in Particular, 1796. 
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N all the good cheer and good fellow- 
ship of this freshmen banquet of Pace 
Institute, I feel an undercurrent of 

rugged determination and power. When 
a nation marshalls its resources in time 
of war, it feels its strength as never 
before. Just so, when 800 students, en- 
rolled in sixteen freshmen classes, come 
together, I sense a power not felt when 
Iam incontact witha singleclass. You, 
too, sense this power. You are forti- 
fied by association with members of 
your Class. You are doubly and trebly 
fortified by mass-play such as we have 
here tonight. 

The faculty here assembled to my left 
and to my right, good men and true, 
able technicians in law and accounting, 
contribute to this feeling of strength. 


Stx hundred “Frosh’’ students dine at Hotel St. 
George, Brooklyn, and hear Homer S. Pack eo 
Friends and relatives listen in on station WMCA 
on Seeing your future big and carrying on— 
these are the elements of success 
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There is wisdom in counsel and profit in 
co-operation. Each member of the 
faculty is supported by the experience 
and the counsel of his fellows. They 
are a respectable, a very respectable, part 
of our freshman dinner party. 

Here we are then, a group of students 
and teachers, come together to promote 
acquaintanceship, to rub elbows, to ap- 
praise each other, to be comforted and 
strengthened and refreshed. 

It is my part, as one of the teachers of 
the Institute, to preside and to intro- 
duce eminent gentlemen—gentlemen 
who will znterest you and amuse you and, 
within reasonable limits, enlighten you. 
I hope there may be a truce to those 
technical and sensible things that have 
been the subject of so many learned dis- 


cussions in the classroom on the part of 
the gentlemen of the faculty—that 
reversions may revert to a less social 
atmosphere; that remainders may re- 
main where they jolly well please; that 
hereditaments may be inherited by 
others; and that we may at this time 
segregate only real elements of joy 
from nominal elements of indifference 
and trouble. 

Admonition we may mix in modest 
degree with this festive occasion, but it 
must be admonition of an intimate and 
personal nature. We want you to be, 
like all good little students, well 
washed, well dressed, and polite to 
your teachers dear. And we want you 
to make as much of a record in getting 
to class on time as in quitting ahead of 
time. Whittier, many years ago, spoke 
an eternal truth when he spoke of the 
“feet that creeping in to study, go 
storming out to play.’’ The student is 
always a student, young or old, native 
or alien. But enough of admonitions; 
others will do their part—I merely pave 
the way. 

For a moment, I| shall talk upon two 
habits of mind that bear upon the at- 
tainment of success—success as astudent, 
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at Hotel St. George, Brooklyn, December 15, 1925 


success in professional life or business, 
success in living and in helping others. 
These two habits, it seems to me, must 
be acquired and exercised in order to 
attain success—or, in more homely 
idiom, to‘‘ make good.”’ 


Habits Bearing Upon Success 


First, you should acquire and develop 
the power to visualize achievement. The 
forecasting ability—the power to see 
and sense the future—is often deficient. 
Therefore, action is often retarded and 
stagnation results. Unless the young 
man can, years in adyance, visualize the 
benefits to be derived from college edu- 
cation, he is not likely to be sustained 
in the long hours of study that lie 
between him and the completion of his 
task. If Lincoln had not visualized 
himself as a practicing attorney, debat- 
ing with the Douglases of the future, he 
would not have been sustained in the 
lonely hours of study that necessarily 
preceded his work asa lawyer. Edison 
visualized the incandescent electric 
lamp long before it illuminated our 
homes and streets. 

Unless you can see a future in which 


the profession of accountancy bulks 
large in the economic affairs of an 
economic nation; unless you can fore- 
cast a future in which the direction of 
business will be largely performed by 
the man technically trained in accoun- 
tancy and business principles; unless you 
can see and fee/ and know these things, 
you will not be sustained in the weary 
study steps necessary to qualify for 
admission to-the ranks of the account- 
ants and business technicians of the 
future. 

No other wall or obstacle is as great 
as the one you build in your own mind. 
Your mere conviction that you can't do 
a thing, inhibits your effort and, there- 
fore, the possibility of your accom- 
plishment. If an eight-foot ditch con- 
fronts a person, and he is thoroughly 
convinced in his own mind that he can't 
jump across it, he willnot try. If he is 
pursued by an irate animal, the animal 
often referred to in the primary grades 
as a father cow—I mean, in plain 
English, a bull—if this animal, I say, 
is hot on his trail, the pursued would 
take the ditch and successfully make 
the other side. I sometimes think that 
much potential ability would be made 
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available for useful purposes if certain 
lethargic individuals were dressed in 
red and required to make time in front 
of a father cow. 

Poverty and hardship, difficulties of 
various kinds, do much to help us, for 
the imminence of starvation for self and 
family speeds up our power both to 
visualize and to act. It is truly said 
that a rich man’s son does not have a 
fair chance because of the lack of spurs 
of this kind. Let us pay due thanks to 
our hardships—they are often blessings 
in disguise. 

Why may not each one of you—each 
member of the class of 1928—see him- 
self big on the screen of the future? 
Why not take down the inhibitory wall 
which you create for yourself when you 
deny your own power to accomplish? 
Why not tell yourself, audibly if neces- 
sary, that you can accomplish a big 
thing? Why not? 

Is it not reasonable; is it not desir- 
able, to see yourself, in a few years, a 
certified public accountant? Are you 
not justified in seeing yourself as a 
future controller; as a president of a 
large industrial organization? Remem- 
ber that the leading accountants now 
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practicing were-once in your present 
position. Remember, also, that the 
president of the American Telephone 
and Telegraph Company, the president 
of the Western Electric Company, the 
president of the Studebaker Corpora- 
tion, and the president of the Standard 
Oil Company of New Jersey—that these 
chief executives of four of the greatest 
commercial organizations in the world 
—are accountants and that once they 
were neither accountants nor executives. 

Business will move on. Dependence 
upon technicians will increase. May 
you not hope to play your part, a big 
and an honorable part? Is there advan- 
tage in believing that you can not pos- 
sibly, under any circumstances, hold 
such a position? Are these accountants 
and executives men of different race? 
Do they come from different types of 
homes? Were they not kids like other 
kids, young men like other young men? 
I think so, subject to the qualification 
that each one of them, at every stage of 
his work, was able to see himself fitting 
into a bigger job ei the basis of 
suitable preparation for its occupancy. 
The way that was open to them is open 
to you. ; 

Take down, each one of you, the bars 
of mental inhibition and, without un- 
due ego or exaggerated ideas, visualize 
a larger future that will be made 
probable by the right kind of study and 
related effort. Be constructive and not 
negative with respect to your own 
abilities, your own powers, your own 
future. 

Carrying On 

Secondly, you should acquire and 
develop the habit of carrying on. It isa 
lamentable fact that many an individual 
can dream and visualize, can even see an 
enlargement of himself in the affairs of 
the future, who has little of the driving 
power necessary to bring forecast to 
actuality. It is an old saying that the 
road to an old-fashioned place of 
punishment is paved with good inten- 
tions. Offices are clustered with fellows 
- who intended to do this or that or the 
_ other thing, or who had started to do 
_ these things, but whose power to drive 
_ through was less than the power to 
visualize. 

Carrying on in a big way is made up 
of carrying on in little affairs. Decision 
to start a professional course is a matter 
of vision and will-power—a momentous 
thing. But carrying on is a matter of 
punctuality in getting to class, of self- 
denial in answering a quiz, of intelli- 
_ gent planning of your personal time, of 
a multitude of relatively small things, 
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each of which is important to the main 


accomplishment. Genius, it is said, is’ 


the capacity for taking infinite pains. 
Success in self-development is the result 
of the accomplishment of many small 
things. Build the big success by doing 
well the little things. 

Develop your will-power by prompt 
and definite action on every matter that 
arises. If you receive a letter that 
requires answer, answer it promptly. 
Do not burden your memory with a 
postponed task. If you feel you should 
take out an insurance policy, take it 
out now—you never can tell. If you 
have been turning over in your mind 
the matter of buying a bunch of flowers 
for your wife, do it tonight and surprise 
her. If you are going to start a budget 
covering the expenditure of your money 
or your time, start it immediately. Get 
the habit of doing what should be done 
and of finishing what you undertake. 
Give conscientious thought for a while 
to the immediate doing of things, and a 
habit will be formed that will be in- 
valuable to you in the affairs of life. A 
habit of action, like other habits, can 
be cultivated; and once developed, it 
helps you to carry the task, small or 
great, to successful completion. 

You are committed to a considerable 
task. You have made a good begin- 
ning; but stretching before you lie 
nearly three years during which, step 
by step, you must develop yourself 
mentally. During each school year, it 
will be necessary for you to devote ten, 
fifteen, or twenty hours a week to self- 
development, in addition to the hours 
you devote to ordinary working duties. 
This task is not a small one in the 
aggregate, but it is broken up into 
daily tasks, each of which does not 
impose a heavy burden. Notwith- 
standing your power to visualize the 
future, your success will depend upon 


your capacity to carry on, to drive 
through to a successful conclusion the 
tasks that lie between you and the 
realization of your original vision. 

One word more about the first of the 
two Capacities—your ability to visual- 
ize the future. In the first instance, the 
goal you set for yourself may not be a 
great one—it may be well within the 
probabilities. Strangely enough, how- 
ever, as you proceed, you find yourself 
setting a new goal. The high-school 
student before graduation begins to 
think of college. In college and before 
graduation, he begins to think of 
success in a minor position in life. In 
this position, he thinks of the duties of 
the bigger position above him. In this 
way there accompanies the successful 
carrying on of a project, a revisioning of 
the future—the goal; or the ‘‘making 
good stake,’’ if Imay use the term, auto- 
matically sets itself further in the future 
as one accomplishes his primary object. 

The man truly successful invariably 
finds that attainment merely sets new 
goals of attainment. The president-elect 
has attained much, but the larger goal 
isto make good in the job. Evena retired 
multi-millionaire often sets for him- 
self the most difficult task of his career 
in the use and disposition of his riches. 

The best that I can bespeak for you, 
freshmen students of the Institute, in 
whom we are so much interested, for 
whom we, as teachers, have so much 
kindly thought, is that each of you 
should be planning a bigger future, that 
each of you may develop the ability to 
carry on and to attain the original goal, 
and that to each of you may come the 
greatest of all rewards, the resetting of 
goals in such a way that each of you so 
long as he or she may live and work, 
may see ahead with clear vision and 
steady eye, worth-while tasks still to 
be accomplished. 


PACE ALUMNI ASSOCIATION 


The next regular monthly meeting of the Pack ALumnr As- 
SOCIATION will take the form of a Dinner Dance, to be held in 
the Hotel St. George, Brooklyn, New York, on Saturday 


evening, February 20. 


Every Alumnus, as well as every Alumna, should attend this 
affair, in order to make it a social success. The cost, including 
dancing and dining, will be $2.40 Music by Corpes & Marks. 
Mail or telephone your reservations today to your Executive 


Secretary. 


F. M. ScHAEBERLE, Executive Secretary, 30 Cuurcu St., N.Y... 


Converting Accounts to Corporate Basis 


-~ 


CET 


the eyes of the law, the corpora- 
tion is an artificial being endowed 
with those attributes of a natural 
son which are necessary for the con- 
act of business—rights such as the right 
‘contract, the capacity to sue and to be 
d, and the like. The corporation is 
tirely separate and distinct from 
owner or owners, or those who have 
mtributed to the capital. This dis- 
action is just as clear as if the corpora- 
on were a natural person. 
A corporation, for example, being a 
stinct person in the eyes of the law, is 
quired to make a tax return to the 
Heral government for all surplus in- 
me which it earns, this tax return 
ting apart and distinct from the tax 
turn made by the owners of the 
isiness. 
turns of various kinds are required by 
e state and local governmental sub- 
isions. These facts as well as others 
icate the necessity for a sharp line of 
marcation to be drawn between the 
siness transactions of the individual 
d the business transactions of the 
orporation. . 
It often happens that a man will 
orporate his business and thereafter 
ow his books to be kept in the same 
nner as when the business was con- 
cted as a proprietorship, notwith- 
nding the distinct character of the 
poration entity. Such procedure is 
correct. When the corporation 1s 
med, it is essential that a new set of 
oks be opened, just as would be done 
an individual commenced business. 
1 transactions subsequent to the 
tmation of the corporation should be 
‘pt in the new set of books. 


f the accounts have not thus been 
sated, but have been kept on a sole 
prietorship or partnership basis, it 
idesirable that the accountant who is 
led in to put the accounting affairs in 
er, should have clearly in mind a 
thod by which the desired end may 
ccomplished. Probably the simplest 
hod is to compare the trial balance 
the close of the accounting period, 


In a similar manner, tax 


Common problem of Business as stated in prop- 
ositzon, Pace INsTITUTE Finats 22 T[echni- 
cal solution, including entries to open corporate 
books and to adjust old accounts 2 


with the trial balance as at the close 
of the period when the proprietorship 
ceased to exist and the corporation came 
into being. In each instance the trial 
balance may require adjustment to take 
into consideration deferred charges, ac- 
cruals, and the separation of real and 
nominal elements contained in mixed 
accounts, and the like—in other words, 
eachtrial balance should be properly ad- 
justed. Deducting the figures contained 
in the trial balance as at the close of the 
period when the proprietorship form of 
organization ceased, from the trial bal- 
ance figures as at the close of the entire 
period, will give the net increase or 
decrease in the balance of each account 
that is applicable to the period during 
which the corporation has been in 
existence. 

A new set of books can then be 


2M 2m 


opened for the corporation on the basis 
of the statement of financial condition 
which discloses the condition of affairs 
as at the close of the proprietorship 
period. The amount of increase or de- 
crease in each account, ascertained as 
has been indicated, can then be brought 
into the new books by asummary entry, 
reference being made to the old books 
for details. In this way, without the 
necessity of rewriting all the trans- 
actions, a complete record, albeit in 
summary form, is contained in a set of 
books opened for the corporation. 
The procedure is well illustrated by a 
proposition adapted from one of the 
final examinations set for graduatios 
from Pace Institute, New York. This 
proposition is based upon a set of facts 
found in practice, in which the ac- 
counts of a proprietor were continued 


HUGO WILES 
Balance Sheet, as at June 30, 1925 
Assets 


Current assets: 


Accounts receivable: Sipe mepeenenatens ss es 
Reserve for. bad debtsimeenrmme i: eniss cs ec. 


Inventory. «/s\...... «Renee au as) star are ial e 


Capital assets: 


Equipment... .... . SaMmaeeeienetes sie tes) onns\- 
DoUdings) ......:.. anette fle sl - 
MATA clei cs +» CEI ears oe iguae 


Less depreciation: 


Equipment). . . . . Mgmnt Msics so 6 <3 
Buildings... ., eet wees ees 


Deferred charges: 


Insurance... bcc 1. . . eee ns rok 


Current liabilities: 


Notes payable. . ... .gaupyneeite Ee ee 
Accounts payable. . : Abpea sseete crear 
Accrued expense... . ampere oa seme.» - <5 


Hugo Wales, capital. .....¢aue meee cessive cone. 


IRL Ua ee $23,872.98 
Oh ance $35,061.02 
aN ac toe 3,842.09 
Ses 31,218.93 
ae has ss 28,721.09 
$83,813.00 
as stents 12,807.42 
BGK eo eee 28,786.48 
See 31,427.83 
Sa 73,021.73 
SR He 2,921.34 
ahs rete 4,358.63 
echt | sat 7279-97 
—_— 65,741.76 
PN Ae Re BRT 7o1.98 
+ ENA. Oy OLA fc 302.27 
1,004.25 
$150,559-O1 
Ae PODS ede nee eae $20,000.00 
rts: chaste sre 25 ,608.7 
Fe aoEINed) orc poaD Gok: 2,678.45 
$ 48,287.24 
8 ee or. ee Cnet ee ond. Gees 102}271.77 
$150,559.01 


I} 
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HUGO WILES 
Trial Balance as at December 31. 1925 
ba Name of Account 
RERINOLES SOCELV A DIC, eee naw Mere Se te. Sic rk Me en ci os es 
fe KEES vis rae eencgepicoretc eal Thad bas Saas ORR | itn Ale, 


Dye AEQUIPINONE.'2'5 Uso SURLAe ioetn «fore eee Meee Ree NEE RCI Les ph 


397 sReserve for’ depreciation otyequipment .a-ee ei ne eae 


ese HUI IN gs s/-- ! Setie Ot oes ees eae ee A yt ae Me cE RIG Ss. 3 
47 joeser ve for depreciationror (butldinigs® 7, er. Mes coc 
5 Wek Sh es Ae nae es hea a ene Mauch. 9. ete cat. be, Cite a a 


75 Notes payable sc on.ha.s). Sai Sora Ben Sisk Bacay eae oa eee 
PRB OCCOUDES PAV ADIOS cio oon d eat ee EP ER eileen LR EEG GAN a lc.2 + - 
Bz omcerued (expenses). hy seine ei te Sly es Aan Sg 
gr Hugo; Wales Scapital.(/3 22 se ae Bae <f scarc tira ats Se te 
G7 MD ARES ANS ase, Oe a ak ORE a ee Oe ee AM ee Bead Su 


Ae BONS bo 28. Sores fates ace: RT IRN NG RSE ES CP, oe 
Td SEEURPENSES 5 22 oie aire «hs, Ee eR AE Bets ae niyscia crag so 
z71 sitingo- Wiles, withdrawalsmervsee ne. fay eds seks 


2 
* 


The Pace § tuden, 


Payment of the $2,678.45 of expense) 
accrued at June 30, 1925, had beet! 


Da Gr erroneously charged to expenses ac 
yixcueoeeny, “Sl ee count. | 
py I ee ocr rae Submit (a) entries to open ney) 
mie? a ye 6g Corporation books and to bring inte 
"28,721.09 ae a 7 Sie corporation books in summary fork 
reed. Mattos oat the year’s transactions; (b) entries t¢ 
Sette tees 2,921.34 adjust and close the corporation books 
2870 rege, (©) balancersiiees of the corporation a: 
“314783. at December 3a, ages) A | 
FENG, haha Laie The entry to open the corporatior 
SCERT tea ees books appears below. (Form 3) 
i Petey Thereafter the trial balance as at 
— 2678.4; July 1, 1925 immediately after opening 
ee 102,271.77. the new set of books was in agreement 
Fiennes ee 585,421.79 with the trial balance on the old set of 
ee pe pede books, as at June 30, 1925, with the ex- 
'S347642 ««... Ception that Hugo Wiles’ capital account 
syeooncomnt. Berea She iseliminated. In place of this account is 


$1,056,203.50 


$1,056,203.50 | a Captal stock account of $350,000. The 


difference between the two accounts, 


Form 2 


without change in form for a period of 


$247,728.23, has been set up on the 
\ | 


time after the incorporation of the 
business. It is similar in many respects 
to propositions which from time to time 
have been set by state boards of certified 
public accountant examiners. Aside, 
therefore, from its practical interest, it 
also affords a means whereby the 
student may acquaint himself with a 
certain type of C.P.A. examination 
problem. The proposition follows: 

Hugo Wiles, who had been conduct- 
ing a merchandising business for many 
years, decided to incorporate under the 
name of the Excelsior Corporation, and 
on July 1,.1925, executed a bill of sale 
to the corporation, transferring title to 
all assets as they appeared on his balance 
sheet as at June 30, 1925. The con- 
sideration expressed in the bill of sale 
was the assumption by the corporation 
of Mr. Wiles’ indebtedness, and the 
issuarice to him of $350,000.00 of capital 
stock. 

The balance sheet of Mr. Wiles, used 
as a basis for the transfer, appears on 
the opposite page (Form 1). 

The trial balance of the books as at 
December 31, 1925, is shown above. 
(Form 2). 

Aside from the adjustments necessary 
to give effect to organization in corpor- 
ate form, the following matters should 
be given effect in determining financial 
condition as at December 31, 1925: 
Closing Inventory ........ $138,456.97 
Depreciation at rate of 2 

per cent per annum on 

buildings, and at rate of 

7 per cent on equipment. 
‘Unexpired insurance...... 
PPAGCIMEC eX Penses 5.7. < -e. 
Accrued interest on bonds . 


87 .46 
Ci Desa, 


2,250 .00 


borm 3 


| 
| 
| 
| 
| 


New York, July, 1925 | 
The Excelsior Corporation, a corporation or- 
ganized under the laws of the State of New | 
York, with an authorized capital stock of ' 
$350,000.00, divided into 3,500 shares of com- | 
mon stock of a par value of $100.00 each, took | 
over for the consideration of $350,000.00, pay-| 
able in common stock, the merchandising 
business formerly conducted by Hugo Wiles as i 
a sole proprietorship. The assets acquired and | 
the liabilities assumed by the corporation are 5 
as follows: 3 
I ra] 
CASH », . Ses eee oo. 23/872/98 t 
ACCOUNTS RECEIVABLE.................] |] 35|o6x/02 i 
IN VENT Gite So) Ok 28|721|09 : 
EQUIPM Eire a 12|807/42 # 
BUILDINGBWR ck oe ese: 28|786|48 
LAND . . pp ee eee 31|427|83 
INSUOR A NBRRee es eB a ee 701|98 
GOOD WILE vo... oe rrr H 
To. RESERVE HOR BAD DEBTS)... .5 sa" ) 
RESERVE FOR DEPRECIATION OF 
FQUEBIMIEINT >. = 0+ gia eee ame 
RESERVE. FOR DEPRECIATION OF 
BUSOU Seog 5s. ane 
NOTE SRA BEB 4. ee oe ee 
ACGGUINTES SPAY ABLE (5 3 Om 
ACGRIEIDIEXPENSE. o.0 oie n> Soe 
HOUG@RVATBES) VENDOR .. 02) eae 
For assets acquired and liabilities assumed upon 
taking over business from Hugo Wiles 
HUGO WHEBssVENDOR «2. sere Seen 3, 50|000 
To CAPRA STOCK ee a es 
For issuance of capital stock 
| 


af 
¢ 
‘ebruary, 1926 


orporation’s books as an asset, under 
the designation good will. 

The reason for this procedure is found 
in the fact that it is a requirement of the 
state statute that capital stock of a 
corporation may be issued only for cash, 
for property, or for services; and if 
issued ‘& property or services, the 
property or services must be, in the 
judgment of the directors, reasonably 
worth the value of the stock issued 
‘therefor. Since $350,000 worth of 
stock, which was $247,728.23 in excess 
of the value of the assets as shown by 
Mr. Wiles’ balance sheet as at June 30, 
1925, was issued, the corporation, 
evidently decided through its board of 
directors that the good will of Mr. 
Wiles’ business was worth $247,728.23. 

Comparison of the trial balances of 
Hugo Wiles after closing as at June 30, 
1925, and as at December 31, 1925, 
indicates the following changes: 
Accounts receivable (in- 

@regsed )...,..+. :.-.»...226,667 .40 
Notesreceivable(increased) 3,166.82 
Purchases (for 6 months).. 584,582.50 


Expenses (for 6 months).. 83,476.42 
Hugo Wiles (withdrawal 

MeeeemMOnths).......... | 5,000.00 
Accounts payable (in- 

Meeaecd oe x... 243,100.64 
Sales (for 6 months)...... 585,421.79 
Bonds payable (increased). 75,000.00 
Notes payable (decreased). 9,000 .00 
Mash decreased... .. 8,370.71 


These facts were recorded by journal 
entry as follows: 


af 
Accounts receivable. .... 


226,667.40 

Motes payable.......... 9,000.00 

Notes receivable........ 3,166.82 

TASES Sci soins aes 584,582.50 

MeppeniseS. 2... 83,476.42 

MCS 5 000.00 
BMG ASH 27 oj. y.Sh 2 lk 8,370.71 
Accounts payable. . 243,100.64 
SVaISS Js Bake eens 585,421.79 
bonds weer re 75,000.00 


Zor summary entry to re- 
cord transactions of 
corporation fromJuly 1, 
1925 to Dec. 31, 1925 


After the corporation’s books are 
written up by entries as indicated, ad- 
usting entries may be formulated as 
‘ollows: 


New York, December, 1925 


See 
Mventory (closing)... .. 


( 138,456.97 
memitading............ 138,456.97 
for closing inventory.... 
31 
MMMNBISOS 8 is asin win xv « 768.14 


To Reserve for depreci- 


ation of equipment 480.28 
To Reserve for depreci- 
ation of building. . 287.86 


or reserves 


I Se 


Unexpired Insurance... .. 
lovsisutances.+....., 
For unexpired insurance . 


ONS Pe ae 
To Accrued expenses... 
For accrued expenses . 


3452-79 


FER SSMS thao oe ae 
To Accrued interest on 


2,250.00 


2,250.00 
For accrued interest on 


bonds. . ; 


31 . 

Accrued, expenses....:... 2,678.45 
HOVEXDensesmemienr..: -\ 
For transfer of accrued ex- 
pense paid during peri- 
od and charged to ex- 
penses account in error 


2,678.45 


After the adjustment entries have 
been passed, the necessary closing 
entries may be formulated, as follows: 
(see top of next column) 


L7 
New York, December, 1925 
L.. 31 
Ue eg ely Ae 613,303.59 
To Inventory (opening) 28,721.09 
Bitechasess jones i 584,582.50 
For transfer. 
31 
Salles: Wenetae Pecrtae tae 585,421.79 
os Dradin cyraee ree ‘ 585,421.79 
For transfer. 
31 
‘Uradin chaeeeeee ee ve ELO, S75 
To Profit and loss... 110,575-17 
For transfer of gross profit 
31 
Profity andeloss eee 88,185.69 
Jownsutances ees et 614.52 
aX GS. 1 ae Bir tee 302.27 
ex PONSES tay os eee 87,268.90 
Romiianslere ame. ae eee 
31 
Profit and Loss: oi. .-- 22,389.48 
Ho, Surplus qa. see 22,389.48 


For transfer of net profit. 


On the basis of the facts recorded in 
the books, a balance sheet, as required 
by the problem, may be prepared. The 


balance sheet is as under (Form 4). 


EXCELSIOR CORPORATION 
Balance Sheet, as at December 31, 1925 
Assets 


Current assets: 


ash tee. 


Accounts receivable.... ores 


Notes receivable... .. 


PVENtOLY .2;... . ener. nee. 


Fiuzo, Wiles’ :.... . sMeNeePnY wi dalee co 66: 


Capital assets: 


i) re 2 


Building. 7)... 


Less reserve for Gepteciation.’...:).. 4... 


Equipment... .. 


Less teserve fori@eprectation: .. 25. ....% 


Gag tll eek ted). . ee ee le 


Deferred charges: 
ksifance.”.. .... . Seeweneeeas 


axes |... .. . . ee ee se 


ee ae $261,728.42 
Less reserve for bad debts............ 


Sent 5 502. oe 


3,842.09 
ee ee ae 
2,166.82 
138,456.97 
—_—_—_—$ 415,012.39 
5,000.00 
31,427.83 
28,786.48 
4,646.49 
ae Woe pee 
12,807.42 
3,401.62 
— 9,405.80 
cape tt OA, O7B0Cn 
247,725.24 


87.46 
het 5 
$732,801.70 


Liabilities and Capital 


Current liabilities: 


Metesspayable . . Saarammmagacge ee feat 


Accounts payable...... 
Accrued expense ee 


Accrued interest on@bOndSs, ....<........ 


Bonasie. .. . 


CapiakStock....... WARS... 


Surplus... 


Form 4 


$ 11,000.00 
268,709.43 
3452-79 
2,250.00 

$ 285,412.22 

75,000.00 

350,000.00 

22,389.48 


$ 732,801.70 
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EXCELSIOR CORPORATION 


Profit (&% Loss Statement 
Six-Month Period Ended December 31, 1925 


GROSS PROFIT: 
SALES aes Ee 


ee Oe ke 
pening inventories on eeyOra Mans... 


Purchases’. oe ee 


Closing inventory mime ink c cay ean ee eect. -s- 


Gross *prohit veces. Oeweae 


Re 1505542179 


.$ 28i7am09 
584,582.50 


613,303.59 
. 138,456.97 
—————_ 474,846.62 


GRRE, PEO, 575 217 


EXPENSES: 
MISULSEICE Her Ase 614.52 
Mateste Wika cts 2 Re A ERAN E MeL EO 302.27 
EXPCUSCS cual) Ae ER GRR...” OL 
ee OSs O09 
Met: profiting ss iy: Ls. i Aaa ak eS Vee eka 9282.3 89,48 


Form 5 


The problem does not call for the 
preparation of a profit and loss state- 
ment—probably for the reason that for 
convenience in the solution, the ex- 
penses, other than insurance and taxes, 
are grouped in the one account, and the 
profit and loss statement could be pre- 
pared in summary form only. For 
completeness, although it is not called 
for by the problem, the profit and loss 
Statement is given above. (Form 5) 

Attention is directed to one important 
point in which the closing entries differ 
from the entries that would have been 
made had the business been continued 
as a sole proprietorship. During the 
period when the business was conducted 
as a corporation, Mr. Wiles withdrew 
$5,000. Had his business been con- 
ducted as a proprietorship, the $5,000 


would have been written off against his 
capital account. Since, however, the 
business is now a corporation it is not 
permissible for any stockholder to with- 
draw profits or capital from the corpora- 
tion, except in the form of dividends 
authorized by the board of directors. 
Therefore, until such time as the board 
of directors authorizes the payment of 
dividends, any lawful withdrawal by 
Mr. Wiles becomes an account receiv- 
able to the corporation. When divi- 
dends are declared, they may be 
credited against advances then made to 
Mr. Wiles. The practice of withdraw- 
ing funds by a stockholder for personal 
use, even though he may own all or a 
large percentage of the stock, is to be 
discouraged. 


Alumni Luncheon Talk 


ACK of effective cooperation 

among banks accounts for the 

heavy and increasing losses due 
to forgeries, according to Albert S. 
Osborne, the official Examiner of Ques- 
tioned Documents of the State of New 
York and a well-known handwriting 
expert, who spoke to the Pace Alumni 
Association at their January luncheon, 
January 16th at the Machinery Club, 
New York. The easiest way to rob 
a bank, said Mr. Osborne, is through 
the teller’s window, and not from its 
vaults or messengers. 

Mr. Osborne's talk, which was 
similar in character to the one given 
to the members of the New York State 
Society of Certified Public Accountants 


within the last year, was illustrated 
with fifty or more stereopticon slides, 
on which were reproduced questioned 
signatures and documents from many 
famous cases, including the Patrick- 
Rice case and the Molineux case. The 
exhibits included a wide range geo- 
graphically, as well as with respect to 
the classes of forgeries. One instance 
was cited in which a will was sub- 
mitted for probate, the signature being 
verified by six witnesses who swore 
that they had seen it signed. The will 
was disproved and the case dismissed 
becauseit was shown that it was written 
in a certain style of typewriter type 
that was not designed and used until 
fourteen years after the date of the will, 


and also because the watermark im 
was shown on the paper was likewisi 
not designed and used until severa 
years after the date of the presumed will 


A great deal of the fe that is com 
monly sold and used as safety paper 
according to Mr. Osborne, is not dis 
colored or mutilated by ink eradicator 
because the paper is not printed in thy 
‘fugitive’ ink, which is necessary \ 
insure safety. He stated that tru 
safety paper affords a certain measur 
of protection, although a good quality 
of white paper with calendered surface 
is probably the best form of safet, 
paper, inasmuch as erasures and altera 
tions can be detected in practically al 
cases. q 

The raising of instruments, accordin 
to Mr. Osborne, is not so commonh 
practiced as the forging of instruments 
He expressed the opinion that there 4 
an abnormal amount of this class 0 
crime, and that the conditions are com 
parable to those existing with respec 
to crimes of violence. After his lecture 
which was greatly appreciated anc 
roundly applauded by his hearers, ; 
number of questions asked by account 
ants present were answered and dis 
cussed by the speaker. ‘ 


Lucas Pacioli’s Treatise 


on Double-entry Bookkeeping I 


[Continued from page 10] 


the credit, and thus you shall obey him an 
always find the page he directs you to.. 

But few of the interesting statement 
have been quoted. There are many | 
interest which fortunately are retain 
in the quaint mediaeval style of th 
author. Mr. Crivelli is indeed to b 
complimented for his ability to produc 
an English translation wh ch contit 
ually evidences the original style of th 
author and his day. a 

Primarily this work will be of interes 
to accountants, but students of histor 
and of business economics will find 1 
most illuminating. The fifteenth ce 
tury business manners and customs ai 
clearly set forth and discussed. Th 
Institute of Bookkeepers, Ltd., th 
translator, and the publishers hay 
given to literature, not to accountant 
literature only, a noteworthy and it 
teresting work. 3 4 


A TREATISE ON DousLe Entry Boor 
KEEPING. By Frater Lucas Paciog 
Translated for the Institute of Bookkeeper 
Limited, by Pietro Crivelli, F.C. R.% 
Harper & Brothers, New York. Cloth, f2 
pages. 
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Howard E. Murray 


DEFINITE vocational program was 
the base upon which Howard 


E. Murray planned his future in 
he world of business and accountancy. 
‘rom grammar school to professional 
ducation he followed steadily a pro- 
sressive plan of personal development. 
Mr. Murray was born on an up-state 
New York farm in 1888. He received 
is preliminary education in the rural 
‘chool system and then attended the 
we Roy high school from which he was 
raduated in 1903. Then, realizing the 
\eed for specific knowledge in some line 
if work, he went to Buffalo and studied 
horthand and typing. He soon became 
wroficient in these subjects and as a re- 
ult held various positions in and around 
uffalo and in Winnipeg, Canada. 
After several years spent in obtaining 
weneral office experience had elapsed, 
t. Murray found that in order to better 
is vocational position he would have 
3 continue his studies. He considered 
‘ery carefully the various courses that 
rere available and decided to master 
aescience of accountancy. Heenrolled 
1 the Buffalo School of Accountancy 
i the fall of 1911, and for three years 
evoted the best part of his personal 
vertime to its mastery. He was grad- 
ated in the spring of 1914 after com- 
leting the Pace Course. 
| Because of the practical aspect of the 
aining he received and his experience 
| bookkeeping practice, Mr. Murray 
as able to start in the public practice 
"accountancy soon after he completed 
is studies in Buffalo. In the Spring of 
p15 he went to Cleveland with Arthur 
» Chandler. In the fall of 1915, after 
uch helpful experience with Mr.Chan- 
er, he became the auditor of the S. H. 
leinman Realty Company of Cleveland. 
‘Mr. Murray completed three years of 
ivate accountancy work with the 
alty company in June of 1918, and then 
joined Mr. Chandler in Akron, Ohio, 
ith whom he has been connected ever 
ace. In March of 1920 Mr. Murray 
stained the C.P.A. certificate of In- 
ana. He was admitted to member- 
ip in the American Institute of Ac- 
luntants in September, 1921. Finally, 
‘October, 1925, because of his ability 
id interest in professional matters, he 
as elected to the presidency of the 
orthern Ohio Chapter of the American 
stitute of Accountants. Thus Mr. 
urray, who is now a member of the 
m of Chandler, Murray, and Chilton, 
_ Akron, Ohio, has been successful 
a business way, and has also 


found time to devote himself to the 
interests of the profession generally by 
his activities in the American Institute 


“of Accountants. 


Mr. Murray’s progress is similar to 
that of many other Pace Students and 
graduates who have achieved success 
and prominence in the world of affairs 
generally, and in accountancy matters 
particularly. He started out with a 
definite goal. Then he took the best 
and surest means of obtaining that goal. 
Building upon a solid base of academic 


Howarp E. Murray. 


education, which is more than ever a 
pre-requisite of the professional man, he 
continued his developmental plan by us- 
ing his personal overtime for technical 
study. He: studied accountancy, the 
science of business, a knowledge of 
which, whether obtained over a long 
period of years by actual experience or 
by purposeful study, is essential to 
present-day success in business affairs. 

Howard Murray is, withal, a helpful, 
genialsoul. He radiates good cheer and 
holds the optimistic viewpoint of a 
young man well prepared for the duties 
of life, and with substantial success in 
hand and greater achievements imme- 
diately ahead. He’sa likable chap, and 
helpful, Howard Murray. 


WILLIAM C. HEATON, PAUL A. 
CULLINAN, and JOHN J. HELMUS, 
announce the opening of a New Jersey 
office at 207 Broad Street, Elizabeth, 
under the direction of William C. 
Heaton. Mr. Helmus is a graduate of 
Pace Institute. 


Pace 1926 Assoctation 
hee Pace 1926 Association was 


organized at the Institute on Mon- 

day evening, January 18. Ad- 
dresses were made by Mr. J. C. Myer 
and Mr. John Bulin, Jr., of the Faculty 
of Pace Institute, in which they both 
wished the organization success. Mr. 
Murray M. Sumner of E5604 acted as 
chairman, and Mr. Sol Polansky, as 
secretary. 

In reply to calls from the chair, there 
was much discussion concerning the 
proposed organization. Finally a mo- 
tion was made and seconded that the 
chairman should appoint a committee, 
of which he himself should serve as 
chairman, to draw up a constitution 
and by-laws, the committee to report 
to the student body at a meeting to be 
called by the committee. The motion 
was passed and the following committee 
was named: 

Murray M. Sumner, E5604, Chairman 
Harry Manp, E5605 

Dan Honicstocx, Es 606 

WILLIAM GRAEBE, F5704 

Lizu1an KraxowiTz, E5604 

Eighty-four members of the graduat- 
ing class attended the meeting. Watch 
the bulletin board at the Institute for 
notice of next meeting. 


Glee Club 


After a long hibernation, during the 
semester examination period, the Pace 
Glee Club is about to break out again. 
It is rumored that in the near future 
they are to entertain the Boys Club of 
the Bowery branch Y.M.C.A.. The 
Glee Club appeared for the first time at 
the freshman banquet held at the Hotel 
St. George in December, where they 
acquitted themselves most excellently. 
Mr. Myer, Pace Institute song leader, 
who is faculty advisor and leader of the 
Glee Club, will be glad to hear from 
students who want to join the Club at 
this time. 


JOHN T. STAPLETON, a graduate of 
Pace Institute, and a member of the 
New York Society of Accountants, who 
was formerly with the staff of Eckes & 
Dean, C.P.A’s, of New York City, an- 
nounces the opening of an office for the 
general practice of accountancy in 
Wilkes-Barre, Pennsylvania. 


I. J. SAMUELS, a former student of the 
Pace courses, recently obtained the 
C.P.A. certificate of the State of Indiana. 


dent, or business man, whoever you 

may be, to name the most impor- 
tant event that has taken place during 
the first week of our new year, what 
would your answer be? Would you 
name an important event that has taken 
place in our city affairs? Or, would you 
give precedence to some national or in- 
ternational event of which you have 
knowledge? 

Many of you, no doubt, will not have 
in mind the event that I consider to be 
of the most significance—an event that, 
strangely enough, has passed without 
special publicity or newspaper comment, 
although the interests of business men 
in every state in the Union will be defi- 
nitely benefited for many years to come 
by reason of the happening of this event. 

I refer to the fact that a new Federal 
law came into being on January 1—an 
arbitration law providing for the settle- 
ment of business difficulties arising from 
interstate trade without resort to ordi- 
nary litigation. On January first this 
important federal law, passed by both 
branches of the Congress last year with- 
out a dissenting vote, heartily approved 
by Secretary Hoover, and signed with 
evident pleasure by President Coolidge, 
came into being. 


What is Arbritration? 


You may ask, what is arbitration? 
Well, it is a procedure, coming down 
from the beginning of history, by which 
individuals who are not in agreement, 
agree to refer their differences for settle- 
ment to persons who, because of their 
fitness to give judgment, are selected to 
render a decision. 

The new arbitration laws are note- 
worthy by reason of the fact that the 
parties to a dispute, having once agreed 
to arbitrate it, are bound by the decision 
of the arbitrators in the same manner 
that they would be bound by the de- 
cision of the court—in fact, the decision 
is even more absolute than the decision 
of a lower court because no appeal can 
be taken by either party. The older 
arbitration laws, which were in effect 


1 you were asked, Mr. Graduate, stu- 
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“The most important event of the first week of the 
new year’ says ALFRED F. Upson, Attorney-at-law, 
of Pace faculty, referring to the new Arbitration Act 
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in many states, were deficient for the 
reason that a dissatisfied party could 
take an appeal to the courts, and there 
was little reason to arbitrate a matter 
when the result of the arbitration 
could be upset by either party. 

You are all familiar with the fact that 
the volume of litigation is so great that 
the courts are far behind in their calen- 
dars. It requires two years to bring 
an ordinary commercial dispute to an 
issue in a court in New. York, and a 
much longer time often elapses before 
a final decision. A de ay in justice, as 
is well said, often results in a denzal of 
justice. Witnesses disappear, businesses 
change hands, assets are dissipated, em- 
ployment of counsel over long periods 
of time is expensive, and when legal 
issue is joined, the ordinary business 
relations between the parties to the suit 
are usually abandoned and a loss of 
business results. All these disadvan- 
tages accrue when resort is had to the 
courts for the settlement of business 
difficulties. Because of these costs and 
delays, attorneys usually advise their 
clients to settle their cases, whenever 
possible, without resort to litigation. 

Even when cases are brought to issue 
after long and expensive delays, they 
are passed upon usually by juries com- 
posed of men who are not familiar with 
trade usages bearing on the transactions 
in dispute; and even a judge, before 
whom comes a wide range of cases, 
can not, in the nature of things, become 
an expert in all lines of trade and in- 
dustry. In arbitration, men especially 
qualified to sit in judgment on the mat- 
ters at issue are selected by the dis- 
putants. 


Prompt Settlement of Disputes 


As distinguished from the law's de- 
lays, which have become proverbial, 
and the expenses of ordinary litigation, 
the arbitration of a dispute enables the 
patties without delay to select arbitra- 
tors who are known by the disputants 
to be men of integrity, as well as of 
technical knowledge in the matters at 
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issue. The submission of facts can 
made informally without the techn 
calities incident to an ordinary cout) 
action, and the decision is quickly ret 
dered, often without a break in th 
business relations between the partic 
to the dispute. | 

The legal profession, with the breadt 
of view for which it is distinguishec 
has, through many of its leading mem 
bers, given effective support to the ai 
bitration movement. The arbitratio 
of disputes does not preclude a busines 
man from employing counsel to preset 
his case to the arbitrators; and the law 
yer who favors arbitration, bases h: 
support on the undoubted benefits the 
accrue to his clients. 

Thousands of cases have been arb 
trated under the provisions of the pre: 
ent New York law during the compa 
atively short time it has been in fore 
In one industry, in which the membe: 
inserted in their contracts a provisio 
providing for the arbitration of dispute: 
more than five thousand cases wet 
arbitrated within a year without f 
course to ordinary litigation; and it 
estimated that five times as many Cas 
were settled in this industry by amicab 
private negotiation because of the fa 
that the disputants were bound by the 
agreements to arbitrate differences. A 
untold amount of hostility and bitte 
ness was avoided, and millions of do 
lars were saved in the aggregate | 
reason of the avoidance of delays and. 
unnecessary court and other expenses. 


Typical Arbitration 


Perhaps the details of an arbitrati¢ 
of a peculiarly local and personal ty, 
will be of interest to you. Not lot 
since, in a suburban village near Ne 
York, the city fathers, in their wisdot 
vacated a blind end of a street that w 
seldom used by the public. The la 
reverted to a corporation that operat 
a factory on an adjoining lot; and t 
land was used, as I understand the m: 
ter, for the erection of an addition” 
the factory. The owners of resident 


u by suffered, according to their 
ims, in the value of their property. 
Now, under the law of New York, no 
lividual acquires the right, by reason 
the ownership of a building, to the 
ht and air on the various sides of the 


glish law; and on this score, from the 
‘wpoint of the law of New York, the 
mers had no grievance upon which 
base a claim for damages. There was 
> complication, however, that the 
tory had been built on land which 
d been publicly owned, and which 
dreverted to the corporation through 
> abandonment of the street; and the 
imants felt that because their prop- 
y had been adversely affected in a way 
it could not have taken place if the 
eet had been maintained by the vil- 
fe, they had a legal basis for damages. 
[The matter involved local feeling; 
1 as an alternative to litigation, 
ich would have been unfortunate in 
riding local opinion and in keeping 
¢a disputed matter, the corporation 
d the claimants concluded to arbi- 
ite the difficulty. Each party selected 
‘arbitrator, and the two men thus 
ected chose a third from another 
mmunity, a gentleman well-known 
‘his standing and integrity, who 
d no local interest in the matter in 
‘pute. 

[he arbitrators, in two or three in- 
mal sessions, heard all the evidence 
rendered a unanimous decision by 
tich $3,400 was awarded in damages 
he five claimants. While a majority 
‘sion would have been of full force, 
+ unanimous decision was fortunate, 
tause it prevented any complaint with 
ard to the decision on the part of the 
‘ties to the arbitration. In a few 
eks time, this whole matter was 
icably settled at trivial expense—a 
tter that might otherwise have 
‘wn its weary way through the 
its and engendered much bitterness 
the community. 


Foundation of International ° 


Good Will 


ditration, as thus carried out in our 
al communities and between business 
ases engaged in ordinary trade, has a 
aning far beyond the immediate 
‘ing of time and money to the parties. 
‘this spirit of amicable reference of 
putes to arbitrators lies the very 
ndation of peace and international 
dd-will. Litigation in the courts, 
ticularly when the methods depend 
on states of fact largely within the 
owledge of the parties to the suit, 


ilding, as is the case under the old » 
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almost always engenders bitterness and 
unfriendly feeling. A state of business 
warfare is declared, in which all ordi- 
nary relations are broken off, at least 
during the long period that elapses 
before a final result is reached; and 
friendly relationships are in many cases 
never re-established. 

The financial loss, of course, is very 
great; but the unfriendly relationships 
engendered between persons who nor- 
mally should co-operate are even more 
to be deplored. Instead of the develop- 
ment‘in reasonableness that comes from 
amicable arbitration, the belligerency 
of the individual is developed. The vast 
importance of this may be realized when 
we consider that peace and friendly 
relations—local,' national, and inter- 
national—are dependent fundamentally 
upon the reasonableness of individuals 
—upon their willingness, when genuine 
differences of opinion arise, to submit 
the issues to disinterested persons who 
will bring to bear an unprejudiced state 
of mind upon the points at issue. 

I sincerely believe that the more we 
cultivate these friendly relationships in 
our ordinary affairs, the more we take 
part in trade associations and in con- 
ventions and in the work of chambers 
of commerce and of clubs, such as the 
Rotary Club, Kiwanis Club, Lions’ 
Club, Civitan Club, and like associa- 
tions, the firmer basis we establish for 
the amicable settlement of all differ- 
ences, even those momentous ones that 
arise between nations and that lead us 
to war. 

Conferences nearly always take place 
of some sort before war is declared, and 
after the sacrifices are all made—when 
the armistice is declared and the guns 
cease to roar—representatives of the 
parties must come together around the 
conference table, as they did in General 
Foch’s private car in the secluded wood 
near Paris. The last thing before the 


gate 


beginning of war is a conference, and 
the first thing when hostilities cease is 
a conference. War is merely an inter- 
ruption, and a costly one, of work 
around the conference table. A lawsuit 
is usually an interruption of friendly 
business relationships—a thing resorted 
to when agreements cannot be reached 
by conference. And unlike the condi- 
tions in actual war, amicable relations 
may never be resumed by the contestants 
after their legal war is ended. 

Peace depends on the states of mind 
of the individuals that make up the 
nations of the world. The form of hold- 
ing conferences for the settlement of 
international differences —whether 
through a league of nations, an inter- 
national court, a Hague conference, or 
by negotiations direct between coun- 
tries at issue—is easy enough to arrange, 
provided there is the genuine desire on 
the part of the majority of the people 
of the various nations for peace and a 
willingness for a reasonable arbitration 
of differences. 

The best worker for peace, it seems to 
me, is the person who brings amicable 
relationships into all the affairs with 
which he has contacts. The arbitration 
law provides a method of doing this 
that saves time, saves money, promotes 
good feeling, and starts a movement 
that will react to the very ends of the 
earth. I commend to each one of you, 
therefore, a careful study of the pro- 
visions of the federal and state arbitra- 
tion laws, and that each one of you, in 
his business or in the associations of 
which he is a member, lend his influence 
to the furtherance of this most worthy 
cause. In this way you will render sub- 
stantial aid in establishing sound busi- 
ness practice, in promoting domestic 
tranquility, and in furthering interna- 
tional peace. 


Eprror's Note: The complete text of the new Federal 
Arbitration Act is given in this issue—see following page. 
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The United States Arbitration Act 


“An Act to make valid and enforceable, written provisions 
or agreements for arbitration of desputes arising from con- 
tracts, maritime transactzons, or commerce among the States 
or Territorces or with forecgn nations’ eo In effect January 
LT 1926 em Verbatim reprint of the Arbitration act 


Representatives of the United States 

of America in Congress assembled, 
That ‘‘ maritime transactions,’’ as here- 
in defined, means charter patties, bills of 
lading of water carriers, agreements re- 
lating to wharfage, supplies furnished 
vessels or repairs to vessels, collisions, 
or any other matters in foreign com- 
merce which, if the subject of contro- 
versy, would be embraced within ad- 
miralty jurisdiction; “‘commerce,’’ as 
herein defined, means commerce among 
the several States or with foreign 
mations, or in any Territory of the 
United States or in the District of 
Columbia, or between any such Terri- 
tory and another, or between any such 
Territory and any State or foreign 
mation, or between the District of 
Columbia and any State or Territory or 
foreign nation, but nothing herein con- 
tained shall apply to contracts of em- 
ployment of seamen, rai road employees 
or any other class of workers engaged 
in foreign or interstate commerce. 

Sec. 2. That a written provision in 
any maritime transaction or a contract 
evidencing a transaction involving com- 
merce to settle by arbitration a contro- 
versy thereafter arising out of such con- 
tract or transaction, or the refusal to 
perform the whole or any part thereof, 
or an agreement in writing to submit to 
arbitration an existing controversy 
arising out of such a contract, trans- 
action, or refusal, shall be valid, irre- 
vocable, and enforceable, save upon 
such grounds as exist at law or in 
equity for the revocation of any contract. 

Sxc. 3. That if any suit or proceeding 
be brought in any of the courts of the 
United States upon any issue referable 
to arbitration under an agreement in 
writing for such arbitration, the court 
in which such suit is pending, upon 
being satisfied that the issue involved in 
such suit or proceeding is referable to 
arbitration under such an agreement, 
shall, on application of one of the parties, 
stay the trial of the action until such 
arbitrat on has been had in accordance 


with the terms of the agreement, pro- 
* 


B st enacted by the Senate and House of 


ze 


viding the applicant for the stay is not 
in default in proceeding with such 
arbitration. 

Src. 4. That a party aggrieved by the 
alleged failure, neglect, or refusal of 
another to arbitrate under a written 
agreement for arbitration may petition 
any court of the United States which, 
save for such agreement, would have 
jurisdiction under the judicial code at 
law, in equity, or in admiralty of the 
subject matter of a suit arising out of 


Judge Moszs H. Grossman 


Vice-President of the Arbitration Society 
of America, to whose untiring efforts 
Arbitration Legislation is largely due. 
—Tue Epiror. 


the controversy between the parties, for 
an order directing that such arbitration 
proceed in the manner provided for in 
such agreement. Five days’ notice in 
writing of such application shall be 
served upon the party in default. Ser- 
vice thereof shall be made in the 
manner provided by law for the service 
of summons in the jurisdiction in which 
the proceeding is brought. The court 
shall hear the parties, and upon being 
satisfied that the making of the agree- 
ment for arbitration or the failure to 
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comply therewith is not in issue, 
court shall make an order directing 
parties to proceed to arbitration 
accordance with the terms of the a 
ment: Provided, That the hearing 
proceedings under such agreement s 
be within the district in which 
petition for an order directing s 
arbitration is filed. If the makin 
the arbitration agreement or the fail: 
neglect, or refusal to perform the s: 
be in issue, the court shall proceed si 
marily to the trial thereof. If no j 
trial be demanded by the party alle 
to be in default, or if the matter in : 
pute is within admiralty jurisdicti 
the court shall hear and determine si 
issue. Where such an issue is raised, 
party alleged to be in default m 
except in cases of admiralty, on or bef 
the return day of the notice of appl: 
tion, demand a jury trial of such iss 
and upon such demand the court st 
make an order referring the issue 
issues to a jury in the manner provi 
by law for referring to a jury issues in 
equity action, or may specially cal 
jury for that purpose. If the jury f 
that no agreement in writing for arbi 
tion was made or that there is no defa 
in proceeding thereunder, the proce 
ing shall be dismissed. If the jury 1 
that an agreement for arbitration \ 
made in writing and that there i 
default in proceeding thereunder, 
court shall make an order summa: 
directing the parties to proceed w 
the arbitration in accordance with 
terms thereof. 

Src. 5. That if in the agreement f 
vision be made for a method of nam 
Or appointing an arbitrator or at 
trators or an umpire, such method s! 
be followed; but if no method be f 
vided therein, or if a method be 
vided and any party thereto shall fat. 
avail himself of such method, or if 
any other reason there shall be a la 
in the naming of an arbitrator or ai 
trators or umpire, or in filling a vacan 
then upon the application of eit 
party to the controversy the court sl 
designate and appoint an arbitrator 


-bitrators or umpire, as the case may 
squire, who shall act under the said 
greement with the same force and 
fect as if he or they had been specifi- 
uly named therein; and unless other- 
"ise provided in the agreement the ar- 
itration shall be by a single arbitrator. 
Sec. 6. That any application to the 
yurt hereunder shall be made and heard 
1 the manner provided by law for the 
taking and hearing of motions, except 
3 otherwise herein expressly provided. 
Sec. 7. That the arbitrators selected 
ther as prescribed in this Act or other- 
ase, Or a majority of them, may sum- 
jon in writing any person to attend 
i:xfore them or any of them as a witness 
jad in a proper case to bring with him 
'tthem any book, record, document, or 
aper which may be deemed material as 
fidence in the case. The fees for such 
itendance shall be the same as the fees 
if witnesses before masters of the 
ymited States courts. Said summons 
ial issue in the name of the arbitrator 
i arbitrators, or a majority of them, 
ad shall be signed by the arbitrators, 
if a majority of them, and shall be 
tected to the said person and shall be 
itved in the same manner as subpoenas 
") appear and testify before the court; 
| any person or Pe so summoned to 
ystify shall refuse or neglect to obey 
id summons, upon petition the United 
fates court in and for the district in 
hich such arbitrators, or a majority of 
tem are sitting may compel the at- 
mdance of such person or persons 
fore said arbitrator or arbitrators, or 
anish said person or persons for con- 
|mpt in the same manner now provided 
if securing the attendance of witnesses 
+ their punishment for neglect or 
fusal to attend in the courts of the 
inited States. 

‘Sec. 8. That if the basis of jurisdic- 
on be a cause of action otherwise 
istifiable in admiralty, then, notwith- 
anding anything herein to the con- 
ary, the party claiming to be aggrieved 
‘ay begin his proceeding hereunder by 
bel and seizure of the vessel or other 
‘operty of the other party according to 
le usua’ course of admiralty proceed- 
igs, and the court shall then have 
‘risdiftion to direct the parties to pro- 
ted with the arbitration and shall 
‘tain jurisdiction to enter its decree 
don the award. 

‘Src. 9. If the parties in their agree- 
ent have agreed that a judgment of 
court shall be entered upon the 
vard made pursuant to the arbitration, 
id shall specify the court, then at any 
me within one year after the award is 
ade any party to the arbitration may 
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apply to the court so specified for an 
order confirming the award, and there- 
upon the court must grant such an order 
unless the award is vacated, modified, 
or corrected as prescribed in the next 
two sections. If no court is specified in 
the agreement of the parties, then such 
application may be made to the United 
States court in and for the district with- 
in which such award was made. Notice 
of the application shall be served upon 
the adverse party, and thereupon the 
court shall have jurisdiction of such 
party as though he had appeared 
generally in the proceeding. If the 
adverse party is a resident of the district 
within which the award was made, 
such service shall be made upon the ad- 
vetse party or his attorney as prescribed 
by law for service of notice of motion in 
an action in the same court. If the ad- 
vetse party shall be a non-resident, then 
the notice of the application shall be 
served by the marshal of any district 
within which the adverse party may be 
found in like manner as other process of 
the court. 

Sec. 10. That in either of the follow- 
ing cases the United States court in and 
for the district wherein the award was 
made may make an order vacating the 
award upon the application of any party 
to the arbitration— 

(a) Where the award was procured 
by corruption, fraud, or undue means. 

(b) Where there was evident parti- 
ality or corruption in the arbitrators, or 
either of them. 

(c) Where the arbitrators were guilty 
of misconduct in refusing to postpone 
the hearing, upon sufficient cause 
shown, or in refusing to hear evidence 
pertinent and material to the contro- 
versy; or of any other misbehavior by 
which the rights of any party have been 
prejudiced. 

(d) Where the arbitrators exceeded 
their powers, or so imperfectly exe- 
cuted them that a mutual, final, and 
definite award upon the subject matter 
submitted was not made. 

(e) Where an award is vacated and 
the time within which the agreement 
required the award to be made has not 
expired the court may, in its discretion, 
direct a rehearing by the arbitrators. 

Szc. 11. That in either of the follow- 
ing cases the United States court in and 
for the district wherein the award was 
made may make an order modifying or 
correcting the award upon the applica- 
tion of any party to the arbitration— 

(a) Where there was an evident 
material miscalculation of figures or an 
evident material mistake in the descrip- 
tion of any person, thing, or property 
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referred to in the award. 

(b) Where the arbitrators have 
awarded upon a matter not submitted 
to them, unless it is a matter not 
affecting the merits of the decision upon 
the matters submitted. 

(c) Where the award is imperfect in 
matter of form not affecting the merits 
of the controversy. 

The order may modify and correct the 
award, so as to effect the intent thereof 
and promote justice between the parties. 

Sec. 12. That notice of a motion to 
vacate, modify, or correct an award 
must be served upon the adverse party 
or his attorney within three months 
after the award is filed or delivered. If 
the adverse party is a resident of the 
district within which the award was 
made, such service shall be made upon 
the adverse party or his attorney as 
prescribed by law for service of notice of 
motion in an action in the same court. 
If the adverse party shall be a non- 
resident then the notice of the applica- 
tion shall be served by the marshal of 
any district within which the adverse 
party may be found in like manner as 
other process of the court. For the 
purposes of the motion any judge who 
might make an order to stay the proceed- 
ings in an action brought in the same 
court may make an order, to be served 
with the notice of motion, staying the 
proceedings of the adverse party to 
enforce the award. 

Sec. 13. That the party moving for 
an order confirming, modifying, or cor- 
recting an award shall, at the time such 
order is filed with the clerk for the entry 
of judgment thereon, also file the 
following papers with the clerk: 

(a) The agreement; the selection or 
appointment, if any, of an additional 
arbitrator or umpire; and each written 
extension of the time, if any, within 
which to make the award. 

(b) The award. 

(c) Each notice, affidavit, or other - 
paper used upon an application to con- 
firm, modify, or correct the award, and 
a copy of each order of the court upon 
such an application. 

The judgment shall be docketed as if 
it was rendered in an action. 

The judgment so entered shall have 
the same force and effect, in all respects, 
as, and be subject to all the provisions 
of law relating to, a judgment in an 
action; and it may be enforced as if it 
had been rendered in an action in the 
court in which it is entered. 

Sec. 14. That this Act may be referred 
to as ‘‘The United States Arbitration 
Acts ® 


[Continued on page 24] 


Punctuation and the Use 
of the Comma 


An article with many illustrations of the 
use of the comma eo By WiiiiaM A. 


Wuiute, of Pace Institute faculty 


1D you ever stop to think that 
D punctuation in the writing of 
letters and reports is a very 
necessary part of the writer's technique? 
With the possible exception of bad spell- 
ing, there is nothing that will mar the 
appearance and obscure the meaning of 
the business letter as much as incorrect 
punctuation. If you can picture a bal- 
ance sheet or a profit and loss statement 
thrown together without regard for the 
ordinary rules of technique, then you 
will have in mind a condition somewhat 
analogous to a letter without proper 
punctuation. 

Punctuation is necessary in any mes- 
sage—either spoken or written—to give 
the reader or hearer a chance to stop and 
catch up with the ideas expressed. Is it 
not a most natural thing when speak- 
ing, to pause now and then in order to 
allow your hearers to grasp fully your 
thought? It is just as natural in writing 
to break up long sentences and to sep- 
arate the continuity of thought which 
otherwise might be obscure and am- 
biguous. 

The most used and most useful mark 
of punctuation is the comma. Its uses 
are numerous and various. 

Use a comma to set off any part of a 
sentence which might be improperly 
joined by the reader to the rest of the 
sentence. 

Exampte: Behind closed doors, the 
auditors were counting money. 

A comma is used to separate words or 
phrases in a series. 

Exampie: The cash-book, the jour- 
nal, and the accounts receivable ledger 
must be audited by tomorrow. 

Exampie: Every student of account- 
ancy must understand the meaning of 
assets and liabilities, profit and loss, 
and debits and credits. 

Always use the comma to separate the 
elements of a date or address. 

Exampie: Beacon, New York. 

Example: January I, 1924. 

Use a comma to separate a noun used 
in direct address from the rest of the 
sentence. 

Exampie: Current and fixed assets, 
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my dear sir, are so mixed, they mean 
nothing. 

When a subordinate clause introduces 
a sentence, use the comma.- 

Exampie: When a final accounting 
is rendered, the executor is entitled to 
his legal fees. 

Use the comma to set off parenthetical 
expressions such as; however, then, 
moreover, we admit, to be sure, and of 
course. 

Exampte: Professor B. Jones, how- 
ever, is not the only authority on ac- 
counting. 

A comma is always used after the fol- 
lowing adverbs when introducing a sen- 
tence: Again, besides, moreover, first, 
secondly, thirdly, lastly, indeed, finally, 
hence, however, therefore, thus, never- 
theless, and consequently. 

Exampie: Consequently, it is neces- 
sary to have a new trial balance. 

Use a comma to set off an infinitive 
phrase independent of the rest of the 
sentence. 

Exampte: Todoaway with financial 
leaks, I ‘shall ‘cawigunviaa rex pert 
accountant. 

Use a comma to separate participial 
phrases used independently. 

ExamMpte: The audit of accounts be- 
ing finished, he president declared a 
half holiday. 

If a participial phrase occurs in the 
middle of a sentence, and it modifies 
a preceding noun or pronoun with a 
thought which is explanatory, use a 
comma. . 

Exampie: The balance sheet, having 
been analyzed in detail, showed many 
discrepancies. 

The comma is used to set off nouns 
used in apposition, unless the appositive 
is a part of the name. 

ExampLe: James and Jones, public 
accountants, have moved to larger 


quarters. 

A comma is often used after an in- 
terjection. 

Exampie: Oh, I shall go with you! 


To separate the parts of a compound 
sentence when the thought is close, 
employ the comma. 


ee 


Exampie: The task of balancing 
books is arduous, but we should fin 
by tonight. 

The comma is used to set off expla 
tory clauses and phrases. | 

Exampte: The statute of frau 
which dates back to the reign of Cha 
I, is a very essential part of our stv 
of the law of contracts. 

Use the comma to set off groups 
three figures in totals of more than fo 

Examp.e: The total assets are $ 
242,646.27. 

In newspaper work'there is a t 
dency to use as few punctuation ma 
as practicable. For that reason mii 
variations in the application of © 
foregoing rules, which are based 
magazine and book usage, may be no 
in the newspapers. 


The United States 
Arbitration Act 
[Continued from page 23] 


Sec. 15. That all Acts and parts 
Acts inconsistent with this Act 
hereby repealed, and this Act shall t: 
effect on and after the 1st day 
January next after its enactment, | 
shall not apply to contracts made pt 
to the tak ng effect of this Act. 


American Institute 


Year Book 


cE HE 1925 yeat-book of the Ameri 


Institute of Accountants has 

cently been issued. It contains 
names of officers, members of cout 
and committees of the Institute; alp 
betical and geographical lists of m« 
bers and associates; proceedings of 
annual meeting of the Institute at Wa 
ington, September, 1925; feports 
oficers, council, and committees; nai 
of members of state boards of accov 
ancy; constitution and by-laws of 
Institute; rules of professional condi 
and rules of the board of examin 
The year book may be obtained ft 
the Institute, 135 Cedar Street, 
York City, at the price of $1.65. 
PME a 


JOHN F. McCABE, LL.M., an « 
time Pace student, was’ recently 
mitted to partnership in the firm 
Lingley, Baird & Dixon, account: 
and auditors, of New York. 


CARL W. PAINTER was admitte: 
membership in the firm of Crav: 
Henderson & DeGersdorff onJan.1,1 
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Evian Watt SELLS 


HE bust of Elijah Watt Sells, made by the great sculptor Gutzon 

Borglum, not only vecords imperishably the kindly countenance 
and fine lineaments of the great accountant, but in a striking manner 
personifies for all time the investigative and inquiring habit of mind 
which characterizes the public accountant at work. 

Study, if you will, the accompanying reproduction of the bust. 
Note the poise of the head, the keen but kindly look of inquiry, the 
searching demand for facts. The artist has caught and recorded the 
very spirit of the investigative accountant. He has portrayed a 
countenance keenly investigative, but illumined by human sympathy 
and kindly intent. He has created an ideal as well as a likeness. 

Borglum has served well not only the family and immediate asso- 
ciates of this great American accountant, but has rendered a note- 
worthy service to Accountancy. Reproductions of this remarkable 


work should be given wide distribution among accountants. Sy 
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Pace Student 


New Dress 


Your magazine, The Pace Student, 
1 was issued last month in anewdress. 
for ten years and more it has appeared 
nonth by month, unaffected by war, 
srinters’ strikes, and paper shortages. 
uring all these years it has preserved 


comes new forms and new designs. 
nobile even before the utility of the old 
s exhausted. Likewise, we think you 
ill De the new dress of The Pace 
or a We believe you will find the 
pe more pleasing to the eye and more 

adable than the old; and, in addition, 
u will profit, we believe, by the new 


ss tures that are to be added, a few of 


hi ; same, ee rice the am that 
ts scope extends far beyond a school 

iblication. In this great country of 
u s, the editor is pleased to think we 


The Pace Student serves the person who 
rants to learn—the person who still 
Olds a receptive attitude of mind with 
Spect to the acquisition of knowledge. 
you belong to this fortunate group, 
re believe this magazine will be a 
elcome visitor to your home and office. 
alicff, in Chauve-Souris, in his in- 
nitable way, requested the members of 
ich audience, if they were pleased with 
‘ show, to tell their friends about it. 

Bikewisc suggest, if you like The 

¢ Student, that you tell your friends 
rout it and suggest that.they subscribe. 
he subscription price is nominal—the 
‘turns are really substantial. 
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TTENTION is called to the re- 
production elsewhere in this issue, 
of the full text of the opinion of the 
Supreme Court of Illinois, rendered on 
February 18, 1926, by which the 
recent accountancy legislation in II- 
linois 1s held unconstitutional, and 
the former status of certified public 
accountants in that state is restored. 
This decision wards off a grave 
danger to accredited practitioners of 
Accountancy. <A careful review and 
analysis of the deciston will be made 
in a later issue of this magazine. 
| —Tue Epiror. 


As to Installations 


N which are you more interested, the 

practical working out of your idea or 
the matter of obtaining credit for origin- 
ating the idea? If the accountant can 
find a way of letting a factory super- 
intendent, an office manager, or a book- 
keeper originate a considerable part of 
the procedures or accounting records to 
be installed, and is willing to give the 
other fellow credit, to deny himself part 
of the glory for the ideas, itis ten to one 
the system will be a success. If self- 
glory is the principal objective of the 
accountant, and he continually seeks to 
impress the fact that every detail is the 
product of his own fertile imagination 
and constructive ability, it is ten to one 
that the system will not work. 

A working organization, including 
all its.minutia of forms and rulings, 
lives only through the people who 
operate it. It must not only be thor- 
oughly in the minds of the people who 
operate it, but it must be of them and a 
part of them. Participation in its con- 
struction begets loyalty and support for 
the system and tends to smooth out the 
rough spots, which no one, no matter 
how wise, can entirely foresee and 


ptevent. 
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Why Not Fascinating? 


WASHINGTON as an accountant—- 
as a methodical recorder of finan- 
cial and other fact 1 
appeal to the radio editor of the New 
York Herald-Tribune—to portray him 
thus, shows him“‘ina seldom accented 
and not particularly fascinating light,’ 
says this romantic reviewer. 
Why not fascinating? Would it help 
if he had 


been careless, disorderly, 
profligate? Should he always be cross- 
ing the Delaware? Mathematics in one 
form or another have fascinated many 
people, including George Washington, 
who was an accountant, surveyor, and 
strategist—-they do not ordinarily fas- 
Cinate, it is 


true, people of literary 


instincts, artists, salesmen, and many 
others who run more to emotion than 
to science. Every man is entitled to pick 
his own fascinations, but let’s stick to 
the facts about the very practical man 
who used his orderly brain to get us 
going. The review follows: 

“The so recent epidemic of discussion 
about the habits of George Washington 
found a highly specialized echo from 
WMCA last night. The talk delivered 
by Alfred Upson gave little conflict to 
the recent statements of Mr. Rupert 
Hughes, thereby wholly 
one-sided and necessarily unconvincing 
argument; it did show George Washing- 
ton in a seldom accented and not par- 
ticularly fascinating light, as an ac- 
countant. Whether Washington gains 
accounting 


avoiding a 


honor by virtue of his 
habits, or whether accountancy receives 
glamour because of Washington's prac- 
tices, was not easy to decide from Mr. 


Upson’s remarks.’ 


Judging is BALANCING an ACCOUNT 
and determining on which side the odds 
lie.—Lockg. 


ple 


A Word for the Examzner 


HE conduct of examinations for the 

certificate of certified public ac- 
countant is one of the most useful ser- 
vices rendered by individual accountants 
to the accountancy profession. The 
preparation of questions in law, theory 
of accounts, and auditing, and of propo- 
sitions in practical accounting, is an 
arduous task in itself; but small 1n com- 
parision to the work of reviewing 
answets and solutions submitted by 
candidates. Thousands of pages of 
manuscript are reviewed each year by 
the examiners in each of the states in 
which accountancy is well established. 
The work, aside from the burdens it 
imposes as to time and judgment, often 
imposes a serious eye-strain upon men 
who have fully enough of this sort of 
work in their daily occupations. 

A number of the boards have adopted 
the practice of coming together for a 
meeting shortly after the papers are 
turned in, at which the work of grading 
papers is concluded in a day, two days, 
or a week as occasion may require, all 
other work being set aside for the time 
being. The members of one board get 
together in this way at a resort city in 
their state, where, free from the in- 
terruptions of their own offices, they 
can perform their important work in 
the shortest period of time. 

No small part of the work of a board 
of examiners is to receive and pass upon 
applications for admission to the ex- 
aminations. It is surprising how many 
persons entirely unqualified to sit in a 
C. P. A. examination attempt to con- 
vince the examiners by one process or 
another that they are entitled to such 
privilege. In some states candidates 
and prospective candidates have direct 
access to examiners, which increases 
the burden of the work. In New York, 
under the present arrangement, all 
communications with regard to exam- 
inations and all applications must be 
sent to the State Education Department 
at Albany, which communicates as it 
sees fit with the members of the board. 
This plan is a great protection to the 
examiners and in the end, under the 
New York conditions, produces re- 
sults that are more satisfactory than 


when direct access is had to the ex- 
aminers. 

The examiners who prepare and grade 
the examination questions of the Ameri- 
can Institute of Accountants perform a 
laborious and important task. These 
examinations are used not only in the 
tests prescribed for admission to the 
Institute, but by the boards of certified 
public accountant examiners in more 
than half the states. The findings of 
this board of examiners are, of course, 
not mandatory on the state boards co- 
operating with them, but are often, 
after review, adopted and made official 
by the latter. Uniform standards have 
thus been set throughout the country, 
and much benefit has accrued to ac- 
countancy in general by reason of the 
unselfish work of the accountants who 
comprise the board. 

The early boards of examiners were 
composed largely of men who had re- 
ceived only practical training for the 
practice of accountancy. Boards are 
now largely composed of members who 
came into accountancy practice by way 
of instruction in professional schools. 
This condition is of good omen to 
candidates for the reason that an ex- 
aminer who has been educated in a 
school of accountancy, and who has in 
his own person passed a certified public 
accountant examination, is presumably 
better qualified, when his theoretical 
knowledge is properly supported by 
experience, to test candidates than 1s 
an examiner who is trained only in the 
school of experience, and who, it 
may be, received his certificate by 
waiver. ; 

Candidates are free enough to express 
adverse criticism with regard to the 
form of questions and propositions, and 
particularly with regard to the grades 
given if they are unfavorable; but few 
understand the deprivation that these 
examiners suffer for no reward other 
than a sense of duty well performed. 
While it is admitted that the examina- 
tions now given are not ideal, it should 
be remembered that steady progress 
is being made. The. hard-working 
examiners should be encouraged by 
constructive suggestions rather than 
discouraged by agers and ill-consid- 
ered criticism. 
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“Saving Face” | 
qr. 5 Chinese have great use for wh: 
is described in English as “savin 
face.’’ Each Chinaman, from mandati| 
to coolie, feels obliged to create th 
impression that he is what he shoul 
be, whether he is or not. That sounc 
complicated, but it really isn’t. Yo 
‘‘save face’’ whenever you offer an e 
cuse for failing to do something th: 
you should have done and could hay| 
done, but have not done. | 
Let us say, you should have save 
something last year, but you didn’t 
your failure was due to sickness, it| 
creased rent, needed fecreation, bi 
never to your own inability to contre 
your expenditures. You thus “‘say| 
face’’ by a perfectly good excuse. 
Let us say, again, you know yo 
should have increased your incom 
ability last year by systematic trainin| 
of some kind or another, but you didn” 
You justify yourself by saying you ha 
some night work at the office, soct 
obligations to meet, or were feeling | 
bit off in your health. You thus “‘say| 
face’’ by another perfectly good @| 
cuse. 
Practice makes perfect in the art (¢ 
making excuses. If an excuse is a bi 
lame the first time it is offered, it ma 
be improved with each repetition unt) 
it becomes a real work of literary an 
psychologic art. An excuse thus artis) 
ically developed has often gone beyon 
mere justification, and has extended co! 
gratulations to its author. 
Excuses oftentimes become so goot 
so appealing, so full of art, that the 
deceive the maker as well as his hearer, 
You may know a person who ts ne 
used well by his family, by his employe 
or by the world in general. It is ten 1 
one his grouch is a product of his,ow 
self-hypnosis—a development from h 
own excuse-making for not having dot 
those things he knows he should hay 
done. His mental state is induced 
his attempt to play the game bv excus 
making, rather than by result-getting. | 
I know a man who has five perfect! 
good reasons why, at age fifty, he hi 
no savings or property of any kind. i 
reasons, good as they are, give him f 
standing with Bradstreet or Dun; an 
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they cannot be used as collateral in 
making a loan. 

I know another man who has given 
me a dozen reasons—good reasons all 
of them—-why he is still a general clerk 
at age forty. These reasons do not take 
the place of the income and recognition 
seceived by the man above him. 

Some students in evening schools— 
in Pace Institute, as well as in others— 
drop out shortly after beginning their 
work. They offer to their friends what 
uppear to be perfectly good excuses for 
their failure to go ahead; but usually 
he student is merely ‘saving face’’ by 
riving an artful explanation for failing 
0 carry on in his undertaking. 
~ You know these foibles as well as I 
lo. Neither of us would think of men- 
joning them in public—they are now 
aid in the strictest ptivacy—to you, 
n the seclusion of your home, by me, 
n this most intimate of magazines. 

But think the excuse matter over, 
wother, think it over. The basic idea 
if ‘saving face’’ is a good one because 
t indicates that a man thinks he has a 
ace to save, or a standing or reputation 
hat must be conserved. The thing to 
emember, however, is that ‘‘face”’ 
hould be saved, not by excuses, but by 
erformance. 


WVork Habits 


\ PAL is a “work habit?’ <A 
work-habit, we should say, is the 
ustomaty way you have of getting 
our work done, and is the result of a 
umber of different personal tendencies. 


‘You are punctual in getting to your 
fork and in performing each little task, 
3a matter of habit, or you are careless 
ad uncertain in this respect. 


‘You either push each job along 
lergetically, as a matter of habit, or 
Du postpone it and carry it on your 
ind as uncompleted work until it is 
Aperatively necessary that it be per- 
rmed. 


2 are precise and exact in every- 
‘ing you handle, as a matter of habit, 
you are general and careless and un- 
7 in what you do. 

You are either enthusiastic about 


yur work and your relation to it, as a 


matter of habit, or you are pessimistic 
and uninterested with respect to it. 

You are friendly and cooperative with 
your fellow workers, as a matter ot 
habit, or you are touchy and ready to 
take offense. 

You may have several tendencies on 
the constructive and affirmative side 


JOHN T. Mappen, C.P.A. 


Dean, Schoo! of Commerce, 
New York University 


Gee public accountants the country 
over have been delighted by the appointment 
of John T. Madden, an active and prominent 
member of the New York State Society of Certified 
Public Accountants, to the Deanshi p of the 
School of Commerce of New York University. 

The School of Commerce, as is well known, was 
@ pioneer in the field of accountancy and business 
administration education, and its -methods have 
been followed to a large extent by the colleges and 
universities of the country in establishing similar 
schools or departments of instruction. 

Dean Madden is a graduate of the school of 
which he now becomes the head, and has for sev- 
eral years served as Assistant Dean. He brings 
exceptional qualities of leadership and technical 
fitness to his work, and his appointment insures 
the continuance of the close relations that have 
existed between the School of Commerce and certi- 
fied public accountants since the foundation of 
the school, twenty-five years or more ago. 


and one or more of an inhibitory and 
negative nature. 

Out of all your tendencies with 
respect to your work, comes a general 
composite that may be called your 
“ work-habit.”’ 

A good work-habit invariably means 
success, no matter whether vou work in 
office, store, factory, school, or home. 
You can develop a good work-habit if 
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you give conscious thought to each of 
the tendencies that determine 
general attitude toward your work and 
take care to develop each tendency on 
the constructive and affirmative side. 
George Washington had the exact 
and methodical work-habits of the 
accountant. He planned each daily 
task, each household expenditure, each 
planting of crops, with the same care 
and precision that he planned each move 
of the Continental armies. He had 
qualities of thoroughness, of. persever- 
ance, and of constructive imagination, 
as well as great will-power; but his 
results were all obtained by reason of 
careful planning and the systematic and 
precise performance of each task neces- 
sary to the fulfilment of his plan. Biog- 
raphy and current observation prove 
that each successful man has thus had a 


your 


good work-habit—an every-day pro- 
cedure by which each task has been 
performed expeditiously and well. 
Analyze your work-habit with re- 
spect to the component parts indicated. 
Be frank with yourself—locate and 
acknowledge your own weaknesses. 
Then, starting with today, give con- 
scious thought to better performance 
along the lines of your weaknesses. 
Do this day after day until the habit of 
better performance is obtained and your 
general work-habit is improved and 
strengthened, and until you are in full 
possession of the rewards of industry 
well directed and agreeably performed. 


Public Speaking by Air 


HE orator for many generations has 

fought a losing battle with the 
writer in the matter of influencing pub- 
lic opinion. The race of orators became 
extinct with the passing of William 
Jennings Bryan. Where is there another? 
Sermons for a generation have been 
preached to more empty pews.than to 
full ones. Demosthenes, were he living, 
would probably be unknown in a 
country in which the circulation of a 
book or magazine may run into the 
millions. 

But science has come in the nick of 
time, while the tradition of public- 
speaking is yet alive, to save the art. 
The human voice, communicating not 
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only words but inflections and emphasis 
and emotions, is again competing with 
the printed page. Two million persons, 
it 1s said, listen to. Dr: Cadman each 
Sunday afternoon. The President of the 
United States speaks directly to millions 
of citizens. Roxy has audiences far be- 
yond those of any previous entertainer. 
Gesture and facial expression are lack- 
ing in public speaking on the air, and 
much is yet to be learned before the 


method will be fully effective. Dr. 
Cadman’s voice, say it sotfly, is both 
husky and raucous; but we forgive him 
in view of the newness of his art. Roxy 
points the way. The forum has been 
measurably enlarged, and the human 
voice finds its way, through ether and 
solid walls of masonry, alike to the 
listener in mansion and in cottage. 
Oratory is saved, but its style must be 
adjusted to the heéds of a new order. 


The Proprietorship [ype of Mind 


UCCESS in business to most of us 
means success in a job of one kind 
of 


are 


or another. A small number 
persons, comparatively speaking, 
engaged on.their own account in bust- 
ness or in the professions. Jobs are 
every day becoming more numerous and 
the independent conduct of business is 
becoming less common. How many 
chain stores are there in your neighbor- 
hood? The manager of each one is a 
job holder—he is not a merchant on his 
own account. How many chain stores 
were there in your neighborhood ten 
years ago? The whole tendency in these 
days of organization is toward the job 
and away from independent business. 

You may not like this tendency— 
you may say it restricts individual 
development—that itmakes job-holders 
of us all. Very well, but what are you 
going to do about it? Certain economies 

-are obtained by organization and by 
standardized production, and you and 
I might just as well learn to play the 
game as it is—we cannot make the 
conditions over to suit our individual 
fancies. 

And this game of business being as it 
is, you are probably holding a job; and 
your son, in his turn, must start his 
business career in a job of some kind 
or another. It is a vista of jobs here, 
there, and everywhere. 

Now, there are two sides to this job 
business—there is an employer and an 


Getting on in Business @ 
An Analysis of Success Factors 


—— 


ee ee 


employee. The employer may be the 
sole owner of a business, as when he 
owns and runs a retail store; or he may 
be one of two or three owners working 
together in a partnership; or, even more 
commonly, he may be the head of a 
corporation representing many owners 
of stock. In this latter and very com- 
mon case, the employer is himself a job- 
holder—he works for his stockholders 
and employs, under their authority, his 
own subordinates. 

The way to business advancement, 
therefore, leads upward through jobs 
The goal is to become 
a sole or co-owner of a business, as may 
be possible in merchandising or manu- 
facturing, or to reach the headship or 
the near-headship of a corporation, such 
as a railroad, a bank, a mining com- 
pany, or an industrial company. If not 
this, then the goal is a departmental 
headship. Your business future must 
be worked out in this great maze of 
business jobs and positions. 

If you size up the conditions correctly 
and properly gauge cause and effect, 
you will succeed just as men succeeded 
under the different conditions of a gen- 
eration ago. If you fail to read the 
signs aright, if you try to play the game 
with the antiquated tools of a past 
generation, you will be held back to 
the lower levels of routine work—your 
financial returns will be meagre, and 
modern organization will be your un- 


of various kinds. 
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doing rather than your making—yoi 
will not succeed in modern business. 
Let me talk briefly as to what yo) 
should do to extract from this grea 
bee-hive of industry a reasonable shat 
of the products—I mean a reasonabl 
amount of income and a fair share 
the honor and standing that come frot 
the performance of responsible duties 
Your state of mind—your continuin 
attitude toward your work and pos} 
tion—is the basic thing in determinin 
your success. There are but two basi 
states of mind found in men and wome 
who hold positions—the one may b 
called the “‘hired-man" state of miné 
the other may be called, for want of 
better name, the “‘ proprietorship’’ stat 
of mind, which is merely a good bus 
ness state of mind. You have, funds 
mentally, one or the other, no matte 
who you are, or where you work. 
The ‘“‘hired-man’’ state of mind is th 
one held by the employee who merel 
sells a certain number of hours’ wor 
each day. He hangs so many rolls ¢ 
paper, spreads so many square yards ¢ 
paint, typewrites a certain number ¢ 
pages, guides a certain number of unt 
through a machine, or sells a certai 
amount of goods. For this service h 
receives a specified wage or salar) 
Beyond the daily stint and the pa 
envelope, he does not look or think ; 
The employee of this type col 
siders his employer as he would a con 
petitive trader—he tries for the m 
he can get, and he gives as little as ! 
can. Working in this way, he ofte 
restricts his output; he quits on tl 
stroke of the hour; and he declines t 
work, and even to think of his worl 
until he punches in on the job 
succeeding day. ¥ 
This ‘‘hired-man’’ type looks up 
his employer as someone who has 
different or antagonistic interest= 
person who sells and buys and finane 
for his own dark and selfish purpose 
He ‘‘works’’ this employer and tl 
business for more wages, for short 
hours, and for easier jobs. He is fout 
everywhere, this 


“hired-man”’ 
there are millions of them. 

The “‘proprietorship’’ state of mi 
on the other hand, is one of respot 
bility. It expresses itself in an inte 
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the getting of business, in the saving 
“matetials and supplies and time—by 
¢ economies that help the business a- 
ng in paying its debts and in making a 
ofit. It expresses itself in the char- 
ter and quality of the service rendered, 
id, finally, in pride in the organiza- 
on and belief in its continuance and 
ccess. An owner of a business must 
we this attitude of mind as well as the 
alities of industry and perseverance in 
der to succeed. 
But I am not talking of the actual 
vnet—I.am talking of the employee 
d of the state of mind he should have. 
ay that this employee must have the 
sroprietorship’’ type of mind, even if 
is only an office boy, if he hopes to 
sceed. He must either acquire and 
velop this good business state of 
nd, or he will be forced over into the 
lired-man”’ state of mind—there is no 
utral zone. He must choose between 
king upon the organization for 
lich he works as something apart 
m himself to be worked wgainst, or as 
part of his own business life to be 
tked with. He must see himself in 
spect as an Owner or a manager, if 
ever expects to attain that goal. 
f an office boy, consciously or un- 
isciously, takes the ‘‘ proprietorship”’ 
int of view, he will perform his 
ands promptly; he will be courteous; 
1 he will get to the office on time. 
may make mistakes; and he may, 
ause he is young, be tempted to play 
en he should work; but the owner 
aself may do all these things. 
have known many office boys who 
re had the “‘ proprietorship’’ attitude 
mind, and who have maintained it 
ough years of advancement. One of 
m is now treasurer of a manufactur- 
. Corporation at $25,000 a year; an- 
er is a certified public accountant in 
Ctice on his own account with a 
ze income; and several others. are 
hing substantial incomes in impor- 
t positions. The result, in each in- 
ace, has been accomplished in less 
nm one-half of a probable business 
zer, and each is still in the way of 
‘ancement. 
have known, on the other hand, 
1 with the ‘‘hired-man’’ attitude of 
id, who, because of their extraor- 


dinary abilities, have advanced to a 
limited extent; but who, at some stage, 
long before they attained what their 
technical abilities entitled them to at- 
tain, have stopped because of their lack 
of the “‘proprietorship’’ state of mind. 
Many a man who has thus advanced to 
a position paying $4,000 or $5,000 a 
year, finds himself absolutely blocked 
in attaining a bigger commercial suc- 
cess. There inevitably comes a place 
beyond which the employee who is a 
hired man only, cannot advance. 

If an employee, even in the humblest 
job, handles his work as the proprietor 
would handle it if he were performing 
the duties, he will soon be favorably 
known to his supervisor. This em- 
ployee is always available for pinch- 
hitting—he will work on a Saturday 
afternoon or a holiday like the boss 
himself. He is soon advanced, and is 
again advanced. It is simple enough—he 
is catried upward by reasonof the same 
qualities that brought the big chief 
himself to the head of the organization. 
It is merely a case of cause and effect. 

Do not console yourself by saying 
that this type of employee advances be- 
cause of a ‘‘pull.’’ If it is, why did 
Underwood and Smith and Rea become 
railroad presidents? Why did Gifford 
become president of the American Tele- 
phone and Telegraph Company, and 
Bedford and Jones, in turn, become 
president of the Standard Oil? Each 
advanced from the lowest rung, and 
each was a “‘ proprietorship’ man from 
the start. It is nearly always thus. 
This talk of ‘‘pull’’ is usually a salve, 
prepared and self-applied by someone 
who desires to cover his own defects 
and to anoint his personal sore spots. 
The attitude of mind of these big men 
of business, more than anything else, 
determined their success. in modern or- 
ganization. 

The ‘‘ proprietorship’ state of mind 
must, of course, be supported by ability. 
Mere industry and cooperation cannot, 
in the nature of things, move a man very 
far upward unless he develops ability to 
organize, to control detail, to manage 
men, to understand business results by 
means of accounting and related state- 
ments, and the like. 


The lad with the ‘proprietorship’ 
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type of mind, however, seeing the needs 
of his business, takes pains to increase 
his abilities by study as well as by ex- 
perience. Many men and women at the 
Institute have been instructed in ac- 
counting, auditing, and business organ- 
ization, and in many legal subjects, in- 
cluding the principles of the law, the 
law of contracts, the law of agency, the 
law of partnership, and the law of nego- 
tiable instruments. The knowledge thus 
acquired, it has often been said, has had 
a very direct bearing on their successes. 

This knowledge of law and related 
subjects has been acquired by a student 
almost invariably with the idea of 
better performing the duties of some 
business position. The cooperative and 
proprietorship state of mind has been 
manifested by his desire to make him- 
self more useful to the organization of 
which he is a part. 

Please understand I do not attempt 
either to praise or to Criticise the pro- 
cedures of any particular employer with 
respect to his employees. Many em- 
ployers are intelligent and cooperative, 
and some, unfortunately, are not. If 
you haven't an able and fair employer, 
you should get one. My concern has 
been merely to point out the qualities 
that lead to success. 

The ‘proprietorship’ state of mind 
that I have described, is merely a good 
business state of mind—the desire to 
promote business, to give a good ser- 
vice, and to prevent waste. Men who 
thus think and act, helpa business along 
to success, and they succeed with it. 
This state of mind can be cultivated and 
strengthened as the years go by. It’s 
quite possible—this matter of working 
upward. It requires merely the right 
state of mind and the proper degree of 
work ability. 

Become, therefore, even on the basis 
of a salary, more of a proprietor and less 


of a hired man; and measure up to your 


proprietorship attitude of mind by 
developing your work abilities. By 
thus thinking and performing, you will 
in due course of time be sought for 
greater responsibilities; and you will 
eventually participate liberally in the 
financial rewards that come freely, in 
this land of opportunity, to the worker 
who backs industry by intelligence. 
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Determining Profit ad Loss on 
Basis of Memorandum Records 


when books have been correctly 
keptunder the double-entry method 
esents comparatively little difficulty 
. the experienced bookkeeper and to 
ie accountant. If a trial balance is 
yailable at the close of the account- 
g period, it is necessary merely to de- 
rmine the assets that exist and the lia- 
lities that are outstanding, and to pass 
propriate entries to adjust the asset 
ci liability accounts. Thereafter, it is 
vo forma matter to close the balances 
the profit and loss nominal accounts 
1 the books into the proprietorship 
counts. 
When, however, full double-entry 
yoks of account are not maintained, 
msiderable difficulty may be met in 
termining the profit outcome. Re- 
ince must be placed on memorandum 
cords that are often incomplete; and 
may be impossible for the accountant 
get together the necessary informa- 
yn for the purpose of preparing a profit 
id loss statement in ordinary form. 
Under such circumstances, recourse is 
ually had to a comparison of a state- 
ent of assets and liabilities prepared as 
the close of the period under review 
ith a statement sd ae and liabilities 
epared as at the close of the preceding 
tiod. An increase in capital or net 
orth, assuming that there had been no 
pital contributions and no capital 
ithdrawals during the year, indicates 
€ amount of profit, and a decrease in 
pital indicates the amount of loss. If, 
wever, Capital contributions or cap- 
il withdrawals, or both, have been 
ade, the amount of the increase or de- 
case in Capital must be adjusted by 
ison of such contributions or with- 
awals. 
While it is frequently impracticable 
prepare a profit and loss account in 
€ usual form, it is possible to do so if 
€ records contain the necessary in- 
tmation. The proof of accuracy of the 
ofit and loss statement that is avail- 
le through the double-entry system 
however, lacking; but a substitute 
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Solution of Examination Proposition with 
_ helpful comment » Illustration of Resource 
| and Liability method » Journalixing of — 


Transactions 2 Comparative Statement 


proof is available—the amount of net 
profit or loss as shown by the profit and 
loss statement prepared in the usual 
form must reconcile with the 
amount of net profit or loss as shown 
by the statement prepared by com- 
parison of the statements of assets and 
liabilities as at the close of the period 
under review and as at the close of the 
preceding period. 

Because of its very practical nature, a 
problem involving the above matters is 
often set in the examinations of the 
various state boards of accountancy, by 
the American Institute of Accountants, 
and by professional schools of account- 
ancy. A typical proposition is given 
below. 


Proposition 


Samuel Stevens prepared a statement 
showing assets and liabilities as at Dec. 
31, 1924, as follows: cash, $3,102.19; 
accounts receivable, $61,431.18; reserve 
for doubtful accounts, $1,682.26; notes 
receivable, $6,029.14; accrued interest 
receivable, $124.07; merchandise in- 
ventory, $22,131.18; land and build- 
ing (cost), $45,000.00; depreciation of 
building, $4,400.00; furniture and fix- 
tures (cost), $16,446.78; depreciation of 
furniture and fixtures, $3,920.58; un- 
expired insurance, $378.14; notes pay- 
able, $12,102.00; accounts payable, 
$52,445.24; accrued interest payable, 


$383.97. 


He also prepared a statement showing 
assets and liabilities as at Dec. 31, 1925, 
as follows: cash overdraft, $2,063.61; 
accounts receivable, $83,912.04; reserve 
for doubtful accounts, $2,391.16; notes 
receivable, $5,036.38; accrued interest 
receivable, $102.24; merchandise in- 
ventory, $25,031.84; land and build- 
ings (cost), $60,000.00; depreciation of 
buildings, $6,800.00; furniture and fix- 
tures (cost), $20,952.84; depreciation of 
furniture and fixtures, $6,632.67; un- 
expired insurance, $781.32; notes pay- 
able, $11,500.00; accounts payable, 
$41,328.63; accrued interest payable, 
$201.10; accrued salaries, $536.80. 

Mr. Stevens found that during the 
year he had contributed $4,700.00 in 
cash as capital and had withdrawn 
$2,400 in cash for personal uses. 

He also prepared a statement of profit 
outcome, as he computed it (below). 

Mr. Stevens presented the statements 
of assets and liabilities and the state- 
ment of profit and loss to a’ certified 
public accountant, with a request that 
the statement of profit and loss be veri- 
fied prior to the preparation of his in- 
come tax return. The accountant ascer- 
tained that Mr. Stevens did not keep 
double-entry books of account. The 
records Mr. Stevens did keep, however, 
were of such a nature that the account- 
ant was able to verify the accuracy of 
the amounts shown on Mr. Stevens’ 
statements of assets and liabilities, and 


SAMUEL STEVENS 
Statement of Profit and Loss for Year 1925 


LEVENLODY a er al". - $ 22,131.18 
Purchases made during the vear, paid for 169,483.69 
Purchases made during the year, not 


Pawdtores.-W0.....-... Sein 40,832.74 
Rentfor year, paid........Giwen. +. | 5,000.00 
Salaries during year, paid for......... 15,596.01 
Salaries for year, not paid for......... 536.80 
Freight inward during the year, paid... 15,132.19 
General expenses during the year, paid. 17,635.57 
General expenses for the year, unpaid. . 495.89 
Fire and other insurance taken out dur- 

ing the year, paid for.....9........ 1,604.44 


$288,448.51 


Sales made during the year, paid for. $233,748.15 
Sales made during the year, not paid 


OYE ean oe Mn RRR ee ML eR 83,912.04 


$317,751.02 
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on the statement of profit and loss. It 
became evident, however, in the course 
of the examination, that Mr. Stevens 
had failed to give consideration to cer- 
tain items affecting profit and loss when 
preparing the profit and loss statement. 

The accountant also determined that 
the accounts receivable, accrued interest 
receivable, and notes receivable appear- 
ing on the statement of assets Mei lia- 
bilities as at Dec. 31, 1924, had all been 
collected during the year 1925, and that 
the notes poe accounts payable, 
and accrued interest payable appearing 
on the statement of assets and liabilities 
as at Dec. 31, 1924, had all been paid 
during the year 1925. 

The notes receivable appearing on the 
statement of assets and liabilities as at 
Dec. 31, 1925, had been given to Mr. 
Stevens in settlement of sales. The notes 
payable outstanding as at Dec. 31, 1925, 
had been given by Mr. Stevens in settle- 


ment of purchases previously made. 

The figures as to profit outcome which 
Mr. Stevens supplied, failed to take 
into consideration the interest expense 
arising through the accrual at the end of 
the period, the interest income arising 
through the accrual at the end of the 
period, the increase in the estimate of 
bad debts, the increase in provision for 
depreciation, and expired insurance. 

Submit: (a) comparative statement of 
assets and liabilities showing increases 
and decreases in assets and liabilities; 
(b) statement disclosing, by the use of 
the resource and liability method, the 
profit or loss outcome for the year; (c) 
profit and loss statement for the year in 
usual form to supersede the statement 
submitted by Mr. Stevens, which state- 
ment was obviously incorrect in view 
of the fact that he did not take into con- 
sideration certain items affecting profit 
determination. 


SAMUEL STEVENS 


Comparative Statement of Assets and Liabilities as at 


December 31, 1925, and December 31, 1924 


ASSETS 
December 31, 1925 December 31, 1924 Increase Decrease 
Current assets: 
Casi es! 15 ticity Je Sac, Gar a Oy ORR anal eich Rude Caine 8) $3, , 1O2MEg UM heiee oe $3,102.19 
Notes receivaple; fe. 0). wire 5,036.38 6,OnQeea ra Mety rc. g 992.76 
Accrued interest receivable...... 102.24 TGR Ne Ss 21.83 
Accounts receivable, /.e) wees $83,912.04 $61,431.18 
Less reserve for doubtful ac- 
COURTS ical tenyaleris Sate er 2,391.16 1,682.26 
OT S20; Ou———————— 5 0, Bm ammeter 7 Olmanare caste 
Merchandise inventory......... 25,031.84 22,0 ete 2000.66 bee vine 5 
I1I,691.34 OT TBH eGOM AS55552 04 ares ticle 
Capital assets: 
Furniture and fixtures.......... 20,952.84 16,446.78 
Less depreciation on furniture 
and fixturessis ieee eee 6,632.67 3,920.58 
Sa ae AS 20.1 a | 12), COMET OO 7c beer tes 
Land and buildings............ 60,000.00 45,000.00 
Less depreciation on build- 
Say SRA Se eR in cata Basti 3 & 6,800.00 4,400.00 
535,200.00 40,6G9100) -123600.00) 2/0.) 
67,520.17 53, LORD LAB 93 O78 st) elas 
Deferred charges: 
Unexpirediinsurance sis. uian + 781.32 378.14 AORnt Sian ters cists 


$179,992.83 


$144,639.84 $35,352-99 $...... 


LIABILITIES AND CAPITAL 


Current liabilities: 


Cash ovetdratthes arcs cok sae $ 2,063.61 $.... M2 OO BE OLND ante tele 
Notes’ payablediwserm cern twas 11,500.00 12, TOOOM Me i as 602.00 
Accrued interest payable....... 201.10 3 SBROTeleniaate khe 182.87 
Accrued ‘salattestaee sary werans S260 0b ooo... ae SSO. COn ail. 
Accounts payable way.» was! : 41,328.63 52. 4AgMeAa ian. «ts 11,116.61 

55,630.14 64, GRR AaT etate fotisllere 9,301.07 

Capital: 

Samuel Stevens, capital......... 124,362.69 79,708.63 44,654.06 ....... 


$179,992.83 


$144,639.84 $35,352.99 $...... 
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Comparative Statement of Assets and i | 
Liabilities 4 
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This statement can be prepared on th 
basis of the facts given in the first tw 
paragraphs of the proposition. Th 
preparation of the statement presents n 
particular complications. The stat 
ment appears at the bottom of the firs 
two columns. : 


Statement of Profit and Loss Determined 
by Resource and Liability Method 


The comparative statement of asset 
and liabilities indicates that the capite 
increased $44,654.06 during the period 
Of this amount, $4,700.00 represent 
cash that Mr. Stevens contributed to th 
business as capital. The remainin 
amount, $39,954.06, must, therefore, b 
the result of operations for the year- 
in other words, profit that Mr. Steven 
did not withdraw. Mr. Stevens hac 
however, withdrawn $2,400.00. At 
cordingly, the net profit must have bee 
$42,354.06—$3 9,954.06 profit that wa 
not withdrawn, plus the $2,400.00 tha 
was withdrawn. On the basis of thes 
facts, the statement of profit and loss 
determined by the resource and labilit 
method, would be as follows: 2 


SAMUEL STEVENS 


Statement of Profit and Loss i 
determined by Resource and Liability Method for 
Year Ended December 31, 1925 j 


i 


Capital as at December 31, 1925: 


ASSEtS .. .s%sjno oe aneeaais $179,992.83 

Liabilities (2) ogee 551630.14 
capital *.:. ig eee $124,362.46 
Capital as at December 31, 1924: "4 
ASSEtS.. <1. A. sg eee $144,639.84 Hi 
Liabilities.) o. sane 64,931.21 ; 
Capital . 22 see 79,7086 
Increase in capital..... 44,6544 
Add withdrawals..... 2,400. 
47,054 
Deduct contributions... ° 4,700.6 
Net profit for year sleds Bade $42,354 
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Statement of Profit and Loss in Usual Fon 

The term ‘‘usual form,’ as used i 
the proposition, is somewhat vagut 
Apparently it means a statement 1 
which details of trading profit, othe 
income, and expenses Had. losses at 
given, as distinguished from a . 


ment of profit and loss prepared by us 
of the resource and liability method 

The figures for the statement cai 
probably be ascertained most readily 
reducing certain of the facts given in th 
proposition to journal entry form. Th 
entries follow: 4 


Larch, 1926 


4,790.00 


MPRA ss evn sss 
For contributions during 
1925 
Samuel Stevens, with- 

See drawals............ 2,400.00 

MMIORED oe as have es 2,400.00 


MUMID De Tis lay ewsee esas 5 000.00 


Se 15,596.01 
Freight inward......... 15,132.19 
General expenses....... 17;635-57 
Unexpired insurance..... 1,604.44 
BoGdbh. ov. asses 224,451.90 


For purchases and ex- 

_ penses paid in 1925 

BPEDASES . own ep sees 40,832.74 
General expenses....... 495.89 
_ To Accounts payable. . 

For unpaid accounts as at 


_ To Accrued salaries... 
% accrual as at Dec. 31, 


% Interest income.... 
For sales and interest col- 
__ lected during 1925 

Accounts receivable..... 
EGU OAICS 5). u 0 oes oe 
For sales uncollected as at 
Dec. 31, 1925 


MMB iaters setae te Seen eee eee 67,584.39 

_ To Accounts receivable 61,431.18 
ys Notes receivable... 6,029.14 
___ Accrued interest re- 

4 Getyable.s <x. 23. 124.07 


For collection of 1924 
items during 1925 


Notes payable.......... 12,102.00 
Accounts payable....... §25445.24 
Accrued interest payable. 383.97 
MeteCashs reese. sss 64,931.21 


For payment of January 
$ items during 1925 
7 


Cost of goods sold: 
Inventory, January 1, 1925.....-..+-+ +00 
Petre AseSereRte oa Heels aa Eos o5ite 6 
Freight inward... 0.2.0... s sree sees sees 


j ~ Inventory, December 31, 1925...+-+-+++++ 


her income: 
MUMIRET ESE ps cs hee wy ales bo ds cee eee dy yee cores 


4 

Expenses: 

MMM hes Fs vtec eie ae SL yee we eases 
Me lntctest. kee ete eee tee ee cnt 
) Estimated bad debts.........--.+seseeeeeees 
MEDepreciation.... 1.26... ee eee e sees eceeeee 
~ Insurance St I ae ek te kee 
BPRS. Py rhe nese een ele e tee ewes 
4 Eretictal CXpense. nc seni eee eee ese cern cee ess 


SAMUEL STEVENS 


Statement of Profit and Loss for 
Year Ended December 31, 1925 


Notes receivable. ......% 5,036.38 
TOpales woos: 5 Sd. am 5,036.38 
To notes given for sales 
during 1925 
CCH aSCSmrtis sis cs. ate 11,500.00 
To Notes payable..... 11,500.00 
For notes given for pur- 
chases during 1925 
[terest expenss,..... 26 201.10 
To Accrued interest pay- 
) gl a 201.10 
For accrual as at Dec. 31, 
1925 
Accrued interest receiv- 
ablenieasie-::< a 102.24 
To Interest income.... 102.24 
For accrual as at Dec. 31, 
1925 
Estimated bad debts..... 708.90 
To Reserve for doubt- 
ful accounts..... 708.90 
For reserve for year 1925 
Land and buildings ..... 15,000.00 
Furniture and fixtures.... 4,506.06 
Way Gaal es ener + 19,506.06 
For acquisition during 
1925 
Depreciation. ....... <a 5,112.09 
To Reserve for depre- 
ciation of furni- 
ture and fixtures. 2,712.09 
Reserve for depre- 
ciation of build- 
ANOS 0 sists o's) « ecoreaes " 2,400.00 
For depreciation for year 
1925 
Insurance expired....... 1,201.26 
To Unexpired insurance I,201.26 
For expirations during 
1925 
Tiny Ct COGV state s/= = > > oem 25,031.84 
eOuirading- an. .'. «same 25,031.84 
For closing inventory as 
BUNOCG aT L925 
$322,696.57 
$22,131.18 
$221,816.43 
15,132.19 
————— 236,948.62 
2.59,079-80 
25,031.84 
————— 234,047.96 
——— _ $88,648.61 
193-07 
88,841.68 
5,000.00 
201.10 
703.90 
5,112.09 
1,201.26 
16,132.81 
18,131.46 
— — 46,487.62 
$42,354.06 


ne EEE 
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The ‘figures shown on the statement 
of assets and liabilities as at Dec. 31, 
1924, can be set up in skeleton (T) 
ledger accounts, or on a working sheet. 
The above entries can then be posted to 
the ledger accounts or. working sheet, 
new amounts being raised as necessary. 
A trial balance may then be drawn off as 
follows: 


SAMUEL STEVENS 
Trial Balance as Shown by Accountant's Memoranda 


as at December 31, 19.. 


Item Dr. Cr. 

Cashel. ©.ia. nie elon oes Si Acces $2,063.61 
Notes receivable..:..... § 09 6:2 Gi maf. tener 
Accounts receivable..... epinepel ey h 1 ve ater s 
Reserve for doubtful ac- 

COUMES cfc crareteles fora cles: Lethe ae ene 2,391.16 
Accrued interest receiv- 

aD eee Weemarae his, cle ret stars TOU DAMME eae hes 
Merchandise inventory 

Cans) SIGUE. ne arte ys ce gS 1 1h Ea 
Furniture and fixtures... 20,952.84 ........ 
Reserve for depreciation 

of furniture and fixtures ........ 6,632.67 
Land and buildings..... Goro00/004 tone an. 
Reserve for depreciation 

Of, buildings’. cian se ere eee, ae 6,800.00 
Unexpired insurance..... 781.32 
Notes payables. «5 0: wave we cman 11,500.00 
Accrued interest payable. ........ 201.10 
Accounts payables.’ < xcs yettotaty 41,328.63 
Samuel Stevens, capital... ........ 84,408.63 
Samuel Stevens, with- 

drawalsin ae te stasticme ets 25400 ,00 eet 
Purchasessiaarieuiasasctlat 221.816. Apmis): 
Reemtiesaiceere ac syecelanmears § 000. .OOM Laatste, 
Salaries ...1.% seteei ars aes L612 Slash en ees 
Freight inward......... LSst32509) eres epee 
General expéense..0). ee LO, DG lsd Oe eee ay: 
Accrued salaries*), seimesian at cleetalte 536.80 
Salles cmiilas. osu cis: « RO aretereiete thee 322,696.57 
Ihldadepeabolitlee..Grios ob (es hsachn ¢ 193.07 
Interest expense........ ZOET ON eee ere 
Estimated bad debts..... 708.908 metay ieee 
Merchandise inventory 

(Decs 315. 19LS Fas eae 29,031, Ans tonsa 
jf 12 £0) NE PR eee ac OWA E 25,031.84 
Depreciation.........-- §, 112209) tee eee 
Insurance expired....... TOT; LOR es oy kieer 


$503,784.08 $503,784.08 


The profit and loss statement may 
readily be ge from the trial 
balance, and, in addition, the real 
elements shown by the trial balance 
may be checked against the statement 
of assets and liabilities as at Dec. 31, 
1925. The statement of profit and loss 
is shown at the left: 


It is of interest, in conclusion, to note 
that a comparison of this statement of 
profit and loss prepared by Mr. Stevens 
indicates that Mr. Stevens failed to take 
into consideration the interest expense 
arising through the accrual at the end 
of the period, the increase in the esti- 
mate of bad debts, the increase in depre- 
ciation, and theunexpired insurance as at 
the close of each of the two years. 


sn Job Insurance 


) Market Value contrasted with Localized Job 
Value @ Insures against unemployment 


Radio talk prepared by Homer S. Pace 2 @ 


OB insurance is the theme of my talk 
—the protection of an individual 
and his family against the losses and 

privations that may come from the loss 
of a position. A man protect him- 
self against loss by fire by a fire insur- 
ance policy; he may protect his wife and 
children against financial loss by reason 
of his death by a life insurance policy; 
but how about the risk of losing the 
source of his income—the risk of losing 
a position to which he may have adapt- 
ed himself over many years? No com- 
mercial policy is available, so far as I 
know, to cover this contingency—this 
loss of a chance to work and to earn. 

Many classes of government employ- 
ees, it is true, have a form of job insur- 
ance. A teacher in New Jersey who holds 
his position for three years can not be 
removed except upon proof of charges 
of incompetency or neglect of duty, and 
a reservation is made from his salary 
for an old-age pension. Many other 
states have similar laws. Civil service 
tules protect the positions of various 
classes of federal, state, and municipal 
employees. In certain European coun- 
tries, an industrial employer can not 
discharge an employee except for cer- 
tain justifiable causes, and in many in- 
stances old-age pensions are provided. 

A number of our largest railroad and 
industrial corporations maintain a pen- 
sion system for employees, and the labor 
unions usually provide sick and death 
benefits for their members against un- 
warranted discharge. 


Employment Hazards 


Notwithstanding these forms of pro- 
tection for limited classes of salaried 
workers, the great majority of office 
employees—office managers, account- 
ants, credit men, bookkeepers, stenog- 
raphers, salesmen, advertising men, and 
general clerks—work from month to 
month, or from day to day, always sub- 
ject to peremptory dismissal upon short 
notice. The dismissal may be due to 
reduced business, change of manage- 
ment, change of policies, or mere ca- 
price on the part of the employer; and it 
may be due to incompetency, neglect, 
insubordination, or incapacity on the 
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part of the employee. An employer may 
die, a business may fail, or other con- 
tingencies may occur that have little or 
no bearing upon the ability of the work- 
er to continue to perform the duties of 
his position. There are plenty of haz- 
ards even under the best of conditions, 
and to these must be added the hazards 
of long and serious illness and of ad- 
vancing age. Let us analyze the condi- 
tions and determine the classes of em- 
ployees who are subject to the greatest 
hazards under ordinary conditions of 
employment. 

The hazard of the young employee is 
not great. It is acommon thing, in this 
country at least, for a young man or 
woman to hold several positions during 
the first five or ten years of his vocational 
experience. There are many reasons for 
these changes. There is a vocational un- 
rest and desireforchangewhich isnatural 
enough in youth, and the advantages of 
a new job are more likely to be seen 
than its drawbacks. Sometimes a change 
is necessary in order for the employee to 
obtain a chance to use new abilities ob- 
tained by overtime study. Often an em- 
ployer is not satisfied with an employee 
and discharges him without much ado. 
All these matters and others lead to 
vocational changes. 

The chance of actual and financial 
loss because of these youthful changes 
in position 1s small—often, in a limited 
way, there is an immediate profit. A 
time soon comes, however, when the 
employee must buckle down to his 
organization and make himself a part 
of it—otherwise he becomes a journey- 
man without a permanent abiding place 
in the business world—a sort of voca- 
tional ‘‘rounder.”’ 


When Loss of Position Means 
Disaster 


A loss of position to a well-settled 
worker of mature years is quite a differ- 
ent matter. Consider the circumstances 
confronting a man at age 60, or 50, or 
even at 45 or 40, who suddenly has 
forced upon him the necessity for find- 
ing a new position. Beyond a certain 
age—45 ot 50—he is barred from certain 
classes of government employment; and 


thecommercial organization will usually 
decline to employ him if he is beyond 
his most adaptable and productive 
period—that is, if he is in middle life 
or beyond. Managers do not like to 
place upon their payrolls workers who 
must soon slacken in their capacity and 
come within the class of pensioners. 
Many a man of oe experience and 
plenty of capacity for hard work for 
this reason has sought in vain for a 
chance to work. 

Scores of men in this class come to 
my mind. One of them had developed! 
over long years of work into an im- 
portant position at $10,000 a year. His 
family obligations had increased to a 
point where he was using 90 per cent 
of his income. He lost his position 
through no fault of his own. He then 
realized that he had a highly specialized 
knowledge of the affairs of a concern 
that no longer could employ him, and 
that his usefulness to other concerns 
was much less. He vainly sought for a 
position at $7,500 a year, and then at 
$5,000 a year; and when I last met him, 
he had not been able to obtain a position 
at even this figure. 

I have another man in mind who 
worked for thirty years for one con- 
cern, and then because of the death of a 
partner, and almost without notice, the 
business was liquidated; and this man, 
who had saved but little, and who had 
two sons in college, lost his position as 
office manager and found himself afloat 
with no vocational harbor in sight. His 
salary had been $7,000 a year, and he 
today would be glad to obtain even tem: 
porary employment at one-half or one. 
third the salary. His condition is little 
short of desperate. 

There is no use further to paint this 
picture. Each listener-in can recall] 
similar instances, each carrying its owf 
pathetic warning to the person whe 
trusts the economic welfare of himseli 
and family to the uninterrupted com 
tinuance of a salaried position. The 
conditions are too hazardous, my good 
friends, to be accepted by a prudent mar 
or woman without some thought as t¢ 
the practical insurance of the job risk, 

There are just two practical methods 
of creating job insurance, so far as my 


wn observation goes. The first is de- 
irable, but does not for many years 
illy solve the ete refer to the 
iving, by care 

istallments, of a percentage. of one’s 
arnings in order that funds may be 
vailable to tide over a possible period 
f unemployment between jobs. It is 
90 much for the ordinary office employee 
» hope to be able to save within the 
rst fifteen or twenty years of office 
rotk enough to be able to retire. The 
litial savings can not be expected to 
e much more than a safety fund to tide 
ver extraordinary events, such as the 
ckness of the worker or of some mem- 
et of his family, or the temporary loss 
position. This regular saving is ex- 
sedingly important, and is facilitated 
y careful budgeting. It is not the full 
aswer, however, to the problem of job 
isurance. 


Market Value 


he other practical thing is to develop, 
yt only a localized job value—localized 
) the job you hold—but a general abil- 
y that can be negotiated in the job 
atket. This general ability may be 
flown as “market value,’’ as distin- 
ushed from ‘‘localized job value,”’ 
‘quired by reason of long years spent 
performing the duties of one position. 
can safely say that the development 
“market value, as an incident to per- 
rming the duties of the job you hold, 
the most effective kind of job insur- 
ice you can have. 

If a man, while specializing as a sales- 
an in a particular line of trade, can 
quire a better knowledge, by study, 
ading, and observation, of the general 
inciples of selling, and can develop 
mself in an all-around way with re- 
ect to marketing, he develops “‘ mar- 
't value,’’ as contrasted with “‘local- 
2d job value,’’ and he is much safer in 
e event he loses his position than if he 
d depended entirely upon the training 
ceived in his position. 

If a man, while performing the ordin- 
y duties of a credit man, broadens 
mself by the study of law, of account- 
g, and of psychology, and if he takes 
active part in the affairs of a credit 
2n’s organization and thus increases 
3 knowledge and capacity by contacts 
th other credit men, he will develop 
itket value, and has much more avail- 
ility in the event he seeks a position 
in a man whose entire experience and 
‘ton are limited by his work in one 
Acern. 

{f a stenographer develops her cap- 
tty by special courses, such as English, 
retarial training, and accounting, she 
Il have not only a better opportunity 


ul monthly or weekly. 
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to advance in her own organization than 
would otherwise be true, but a much 
greater market value in case she needs 
to find a new position. 

If the bookkeeper does not limit his 
development to the training received in 
the handling of his employer's affairs, 
but supplements his training by well- 
chosen and well-directed evening study, 
he will develop market value—he will 
be able quickly to grasp the detail and 
perform the duties of a new position if 
he loses his old one. 


Job Independence 


Specific illustrations. could be given 
almost without number, and in every 
kind of salaried employment. For each 
office employee, there is a choice, as the 
years go by, between localization and job 
dependence, on the one hand, and breadth 
and job independence, on the other hand. 
Vocational danger and privation lie 
ahead on the one road—vocational safe- 
ty and prosperity await you on the 
other. It is fundamentally a matter of 
intelligent job insurance. 

Thirty years ago it was the accepted 
practice for an office employee to be 
entirely dependent upon the concern for 
which he worked and to advance, if at 
all, solely by reason of his familiarity 
with the details of his employer's 
business. Now it is different—it is the 
accepted thing for an office employee to 
acquire a technical basis for the per- 
formance of business duties. He thus 
creates for himself a greater opportunity 
within his own organization and an ac- 
cepted market value in the unfortunate 
event that he must seek employment 
elsewhere. Many progressive concerns 
encourage this kind of development on 
the part of their employees by overtime 
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study, paying their tuition in whole or 
in part. The tuition of a very consider- 
able number of students studying in the 
evening courses of the universities and 
of Pace Institute is paid in whole or in 
part by their employers. 


Safety for the Salaried Man 


Job insurance—safety for the salaried 
man and his family—finally comes down 
to a choice between drifting along in 
the fond belief that the pay envelope 
will always arrive in the good old way, 
in business weather fair or foul, or in 
taking definite steps, in the lee of the 
existing job, to develop a market ca- 
pacity that willsafeguard the present job 
and insure a new one if the need arises. 


Show me a man who has consistently 
developed his general market value, and 
I will show you a man who carries no 
fear of dismissal, and who will land 
right side up in almost any job crisis 
that may be forced upon him. 


On the other hand, show me a man, 
no matter how industrious and faithful, 
who has drifted along year by year with 
no development but that obtained in his 
work, and I will undertake to say that 
he can not, in all probability, change 
his position except at a substantial loss 
in earning power. He is a man pre- 
destined to vocational worry, and it 
may be, to vocational disaster. 

Insure your job risks, therefore, by 
the incidental saving of a percentage of 
your income, as a matter of routine, and 
particularly by the development of abil- 
ity of a marketable character—a market 
value in contrast to the Jocalized job 
value upon which so many thousands 
of seemingly prosperous office men are 
entirely dependent. 


Meetzng of Cost Accountants 


alee first international regional con- 
ference of the National Association 
of Cost Accountants was held at the 
Hotel Statler, Buffalo, New York, on 
February 19 and 20. The seven chapters 
participating were Buffalo, Rochester, 
Cleveland, Mohawk Valley, Syracuse, 
Hamilton and Erie. 

On Friday morning Horace G. Crock- 
ett, of Scovell, Wellington & Company, 
opened the first technical session with 
an address on ‘‘Selling Costs and Proper 
Basis for Salesmen’s Compensations.”’ 
Dr. Stuart C. McLeod, as toastmaster, 
introduced the Reverend George A. 
Leichliter, who spoke for a short time 
at the luncheon session. ‘‘Cost Ac- 


counting as a Basis for Shaping Operat- 
ing Policy,”’ by A. W. Bass, director of 
manufacturing records, Westinghouse 
Electric and Manufacturing Company, 
Pittsburgh, opened the afternoon ses- 
sion. Mr. Bass’ talk was followed by a 
general discussion. Dr. Edward R. 
Weidlein, director of the Mellon In- 
stitute of Industrial Research, Pitts- 
burgh, spoke next on *‘ Cost Accounting 
as a Basis for Industrial Research.’’ The 
business part of the convention was 
brought to a close on Saturday morning 
with a talk on “‘Management’s De- 
mands on a Cost System,’’ by Charles R. 
Stevenson, of Stevenson, Harrison & 
Jordan, New York. 


Installment Sales of Personal Proper 


Income-tax regulations relating to Installment Sales e 
Journal entries illustrating procedure » By CHARLES 
T. Bryan, of the firm of PACE & PACE 


eee revenue acts prior to the 
Revenue Act of 1926 recognized only 
two bases of computing income—the 
cash basis and accrual basis. The Com- 
missioner of Internal Revenue, however, 
promulgated a regulation that permitted 
a taxpayer, if he chose to do so, to treat 
as income from the sale of personal 
property on the installment plan “‘that 
proportion of each installment payment 
which the gross profit to be realized 
when the property was paid for bears 
to the gross contract price.”’ 

The propriety of such a regulation 
was made doubtful by decisions of the 
Board of Tax Appeals in matters ia 
taining to the installment plan of in- 
comecomputation. Representations were 
therefore made to the Congress, by tax- 
payers and by various organizations 
of taxpayers, including representatives 
of many professional accountancy so- 
cieties, to recognize formally in the law 
the installment basis of accounting. 

As finally enacted, the statute grants 
this recognition. It is provided by sec- 
tion 212 (d) that, ‘‘under regulations 
prescribed by the Commissioner with 
the approval of the Secretary, a person 
who regularly sells or otherwise dis- 
poses of personal property on the in- 
stallment plan may return as income 
therefrom in any taxable year that pro- 
portion of the installment payments 
actually received in that year which the 
total profit realized or to be realized 
when the payment is completed, bears 
to the total contract price. In the case 
(2) of a casual sale or other casual dis- 
position of personal property for a price 
exceeding $1,000, or (2) of a sale or 
other disposition of real property, if in 
either case the initial payments do not 
exceed one-fourth of the purchase price, 
the income may, under regulations pre- 
sctibed by the Commissioner with the 
approval of the Secretary, be returned 
on the basis and in the manner above 
prescribed in this subdivision. As used 
‘in this subdivision the term initial pay- 
ments means the payments received in 
cash or property other than evidences of 
indebtedness of the purchaser during the 
taxable period in which the sale or other 
disposition is made.”’ 

It is further provided by section 1208 
that ‘‘the provisions of subdivision (d) 
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of section 212 shall be retroactively ap- 
plied in computing income under the 
provisions of the Revenue Act of 1916, 
the Revenue Act of 1917, the Revenue 
Act of 1918, the Revenue Act of 1921, or 
the Revenue Act of 1926, or any of such 
acts as amended. Any tax that has been 
paid under such acts prior to the enact- 
ment of this act, if in excess of the tax 
imposed by such acts as retroactively 
modified by this section, shall, subject 
to the statutory period of limitations 
properly applicable thereto, be credited 
or refunded to the taxpayer i 

Because of this formal recognition of 
the installment basis of determining in- 
come for tax purposes, it will be inter- 
esting to note the accounting procedure 
that has been prescribed by the Commis- 
sioner of Internal Revenue in connection 
with the installment sales of personal 
property. The procedure is outlined in 
Office Decision 623, appearing on page 
tos of Cumulative Bulletin 3, and in 
Office Decision 792, appearing on page 
86 of Cumulative Bulletin 4. The pro- 
cedure as therein set forth, modified for 
purposes of presentation in this article, 
is given below: 

The following accounts should be set 


up: 

ben Goods purchased, which will be 
charged with the amount of the inven- 
tory of goods on hand at the beginning 
of the taxable year and with the ex- 
penditures for goods purchased during 
the year. 

(b) Goods sold (cost value), which will 
be credited with the cost value of all 
goods sold during the year. 

Cc) Installment sales contracts, year 
zy.., a form of account receivable, 
which will be charged only with the 
amount of installment sales contracts 
made during the year specified. This 
account for each year will be credited 
with all cash collected during that 
year, of in subsequent years, upon in- 
stallment sales contracts for that year 
only, and with the unpaid installments 
of defaulted or canceled contracts for 
that year. 

(d) Unrealized gross profits on install- 
ment sales contracts, year 19.., which will 
be credited only with the amount of un- 
realized gross profits upon installment 
sales contracts made during the year 
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specified. This amount will be the tot 
of the installment sales contracts ft 
that year reduced by the cost or invei 
tory value (as carried in the goods pu 
chased account), of the actual goo 
sold and covered by the contracts— 
other words, the amount of the uw 
realized gross profits. | 
(ce) Realized profits on installment sal 
contracts, which will be credited fro; 
month to month (or at the end of tk 
year), with the profits realized by cas 
collections upon all installment sal 
contracts of any year. Such profi 
should be computed by taking the san 
percentage of the cash collections mac 
during the taxable year on account; 
installment sales contracts of either th; 
or prior years, as the total unrealize 
profits on installment sales contracts fi) 
the year against which the collectic 
applies bears to the total installmet 
sales made during that respective yea 
Corresponding debits should be maiell 
unrealized gross profits on installmet 
sales contracts account for the year a 
fected by such collections. 
The amount to be deducted from gro 
income as a bad debt in case of a sale¢ 
personal property on the installmet 
plan in which the unpaid installmet 
obligations of the purchaser becont 
worthless and are charged off and th 
property is not recovered by the vendo 
is such proportion of the defaulted pay 
ments as represents the capital inves 
ment—that is, the cost of the goot 
sold—and this amount must be deducte 
for the year in which the defau 
occurred. 
If for any reason the vendee defauli 
in any of his installment payments am 
the vendor repossesses the property, th 
entire amount received on installme 
payments, less the profits already 1 
turned, will be income of the vendor ft 
the year in which the property was f 
possessed; and the property repossess 
must be included in the inventory at 1 
original cost to himself, less props 
allowance for damage and use, if an 


Illustrative Case 


The accounting procedure suggest 
above is followed under the conditio 
given in the following example: | 

A taxpayer purchased $600,000 woffi 


of merchandise in 1919. His installment 
‘sales contracts for the year 1919 were 
BB 000. The cost of the goods sold 
covered by such contracts was $100,000. 
The unrealized gross profits were $200,- 
ooo. The rate of profit for the year 1919 
was 66-2/3 per cent. During the year 
1919 the cash collections on account of 
such contracts were $167,700. The fol- 
lowing summary entries illustrate the 
rinciples of debit and credit that would 
f followed in recording these trans- 
actions: 


‘Goods purchased........... 
_ To Accounts payable...... 600,000 
Meparchases seule ees. 


Installment sales contracts, 


|| GSAS eles Pa 300,000 
To Goods sold (cost value) 100,000 
‘a Unrealized gross profits 
on installment sales 
contracts, I1919...... 200,000 
ST oe aa 
/ 
Rr oats hens sine oe 167,700 
- Tolnstallment sales con- 
i tPACES SCOT Sa) ost. is 167,700 


‘For collections in 1919...... 
i RE, Fe 
Unrealized gross profit on in- 
' stallment sales contracts, 
_ 1919 ; 
. To Realized profit on in- 
stallment sales con- 
| EEACCS craiahra okt are varee de 
For profit on amount col- 
MCE sree. sarees 0. 6 04 
| At the time of closing the books at 
the end of 1919 (and considering only 
the accounts involving installment sales 
transactions), the entries would be as 
follows: 


I11,800 


ee ry 


| 


I11,800 


Goods sold (cost value)..... 
_ To Goods purchased...... 
For paatistehieyt ee oe. 


100,000 


Realized profit on installment 
Bales CONtrAacts ag 1ts dices 111,800 

111,800 
for transfer of profit at closing 
Hof books in 1919.......... 


| 


i During 1920 collections of $99,000 
were made. Entries would be as follows: 


99,000 


To Installment sales con- 
; PhACtseeT OL OW ite cick o 
for collections in 1920...... 


99,000 


Unrealized gross profit on in- 
stallment sales contracts, 
| tC) Cars een a ae 
To Realized profits on in- 
stallment sales con- 
OATOOES SR Sg 


66,000 


66,000 


One-half of the unpaid balance of the 
ostallment sales contracts (which 
ounted to $33,300), was defaulted 
M 1920. The proper ioe of the 
mount of the Bee taes payments (in 
his case two-thirds of the amount de- 
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faulted, or $11,100), should be charged 
against the unrealized profits and the 
balance, re resenting the cost of the 
goods sold (in this case one-third of the 
amount defaulted, or $5,550), should be 
allowed to the taxpayer as a deduction 
for losses actually sustained during the 
taxable year. The entries would be as 
follows: 


a er i Tees ue 
Unrealized gross profit on in- 


stallment 


sales contracts, 
TOTO ae dsc. ss. II,100 
Realized profit on installment 
Sales Contracts... .\. 7, sae 55550 
To Installment sales con- 


tfacts,) 1919. . eee 


16,650 
For defaults 


The above method should be followed 
whether the goods are recovered or are 
not recovered. If the goods are not re- 
covered, the method correctly reflects 
the facts without further entries upon 
the books. In the instance given, the 
value of the goods recovered was 
$5,000. Their fair market value at the 
time of recovery should be credited as 
realized profits for that year, with a 
corresponding debit to the account of 
goods purchased. The entry would be 
as follows: 


Goods purchased........... 
To Realized profit on in- 
stallment sales con- 
Macts.|.:.......—_— 

For value of goods recovered 


5000 


5,000 


The eet for 1920 would be closed 
out as follows: 


Realized profit on installment 
sales contracts. ..... Amare 


For transfer of profit........ 


The trial balance as at December 31, 
1920, on the basis of the foregoing 
entries, would be as follows: 


r. Cr. 

Goods purchased Cinventory) $505,000 
Cashel sos...... aan 266,700 
Installment sales contracts, 

TOL sic): S|. - +. ne 16,650 
Accounts payable........... $600,000 
Unrealized gross profits on 
installment sales contracts, 

I919 Mineiitalisie.|s) seve 0.0 «+ Ce tee II,1I00 
Profit and loss (realized profit 

on installment sales con- 

facts)... .)......... 177,250 


$788,350 $788,350 


Of the balance of $16,650 in install- 
ment sales contracts account, two- 
thirds, or $11,100 (shown as a credit 
balance in unrealized gross profits ac- 
count), will be accounted for and taxed 
as profit as, when, and if collected. The 
remaining one-third, or $5,550, is the 
capital investment representing the cost 


of goods sold. 


3 


Dr. Joseey J. Kiem, 
CG. P. A., of Klein, Hinds 
& Finke, says: 


1] aeraee appear to be five funda- 
mental queries to which answets 
may be found in an intelligent interpre- 
tation of financial statements: 


““(1) Net worth of a concern. You 
wouldn’t check a loan or an order of 
$500,000 for a concern worth $100,000. 
On the other hand, a concern worth 
$1,000,000 would probably have little 
difficulty in obtaining a loan or a credit 
of $1,000. 

(2) Profitableness of its operation. 
Everything else being equal, if a busi- 
ness showed more than an average rate 
of return on capital invested and on 
sales its credit reception should be quite 
different than if the rate of return were 
sub-normal, or if operations were con- 
ducted at a loss. 

'“(3) Frozen credits. A trend toward 
tying up too much of a concern’s assets 
in the form of accounts and notes receiv- 
able is looked upon as another danger 
signal. 

"“ (4) Frozen assets. Too great a drift of 
capital into plant and fixtures is re- 
garded as an even more important danger 
signal. 

‘'(5) Under-capitalization. Failure sta- 
tistics indicate that under-capitalization 
(equivalent, sometimes, to Over-expan- 
sion) is the most frequent cause of busi- 
ness failure. Indication of under-capital- 
ization is, therefore, advisedly regarded 
by the credit man as a danger signal of 
prime importance. 

‘‘For some two or three decades men 
interested in the problems of extending 
credit have employed ‘tests’ as guides. 
The object of such tests was to answer 
the five fundamental queries just con- 
sidered. The tests were, and still are, 
applied to the data contained in finan- 
cial statements. 

‘“(a) The net worth or net capital is 
obviously shown by the balance sheet. 

““(b) Similarly, the net profit is shown 
by the income statement, but not neces- 
sarily by the balance sheet. Where no 
profit and loss statement is furnished, 
the net profit should specifically be de- 
manded by the credit man. 

““(c) Frozen credits are most clearly re- 
vealed by the ratio of sales to accounts 
(and notes) receivable. If the credit 
period remains unchanged and the ratio 
decreases, the collection department may 
require investigation. 

“ (d) Frozen assets are indicated by the 
ratio of sales to inventory, sales to fixed 
assets, and net worth to fixed assets. If 
sales divided by inventory (preferably 
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by average inventory) show a decrease, 
it may be caused by too much stocking 
up, possibly of obsolete merchandise. If 
the ratio of sales to fixed assets tends to- 
ward a decline, it might indicate a plant 
not fully productive or over-expansion 
in fixed assets. So, also, if the ratio of 
net worth to fixed assets continues to 
decline, it may indicate that the con- 
cern’s capital is becoming increasingly 
tied up in plant. 

‘The foregoing factors and ratios are 
in daily use by the credit department. 
But the wise credit man—and this is as 
it should be—still holds fast to the two 
oldest of the ratios, those advocated by 
that pioneer among bank credit students, 
the late James G. Cannon. These two 
time-tested ratios are: 

‘““(z) Quick assets to current liabili- 
ties, which indicates the present ability 
of the debtor to meet his pressing obli- 
gations; and 

(2) Current assets to current labili- 
ties, of the same general import. 

“In addition, percentages plotted 
alongside of comparative balance sheet 
and compatative income statement 
items, throw valuable light on the 
true status of the concern, as well as 
on its progress. Then, finally: 

"Gr ) ‘The ‘felativessize soreche scash 
balance. 

‘‘(2) The amount of notes receivable 
(especially in a line where ‘open ac- 
count’ trading prevails). 

‘‘(2) Heaviness of merchandise in- 
ventory. 

‘“‘(4) Attempts to conceal the true 
status of certain items by grouping or 
combining them under a single caption, 
when two or more should be employed, 
are factors which truly help the credit 
man to judge of a credit risk. 

‘These simple and comparatively few 
‘tests’ I deem indispensable approaches 
to the problem of passing upon credit 
extension. Whether the more recent 
‘scientific’ ratios really help or hinder 
the average credit man in his daily work, 
I am about to discuss. 

‘Before doing so, however, let me 
direct your attention to a recent book 
entitled ‘Cures,’ by that venerable phy- 
sician and professor of medicine, Dr. 
James J. Walsh. In this very human and 
very humorous work, the good doctor 
exposes the panaceas prescribed by 
quacks from the dawn of civilization to 
the Coué of today. 


“Tf it was not kissing the big toe of 
a tribal chieftain, then it was blood- 
letting; if the prescription was not the 
drinking of tar-water, it called for the 
chanting of ‘Day by day, in every way, 
I am getting better and better,’ and so 
on ad infinitum. Not nearly all of these 
‘healers’ were vicious; many of them 
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were as deluded fools as those who 
flocked to them. Dr. Walsh concludes— 
and here learned physicians agree with 
him—that since the beginning of time 
not more than half a dozen really indis- 
pensable drugs or ‘specifics’ have been 
brought to light. A physician, in treat- 


ing the human body, could very well 


do without all but these six drugs. 

“In dealing with the infinitely less 
complicated structure of finances, may 
it not also be true that a half-dozen 
tests, tried in the crucible of time, will 
suffice for all practical purposes? 

“As a college and university man, I 
ain very naturally greatly interested in 
recent laboratory work having as its 
ultimate object determination of stand- 
ard ratios and trends by means of which 
credit worth and credit risks are to be 
revealed. Such scientific endeavor has 
my heartiest approval. Unfortunately, 
however, I believe that thus far only 


Equipment Records 


ANY a concern with thousands of 

dollars worth of equipment re- 
corded on its books can not identify 
the various pieces of equipment with 
specific entries in the equipment ac- 
count. For tax purposes this condition 
is likely to assume importance. If 
equipment becomes obsolete or worth- 
less or for other sufficient reason 1s 
retired from service, the taxpayer 1s 
entitled to take as a deduction on his 
tax return any balance that has not 
been depreciated with respect to the 
particular item of equipment retired. 
If equipment is sold, the taxpayer must 
return as income the amount by which 
the selling price exceeds the book value 
(cost less depreciation) of the equip- 
ment; or, if the equipment is sold at 
less than its book value, the taxpayer 
may deduct the ioss. Insome instances, 
values other than cost are used, which 
will not be considered in this short 
atticle. 

It is necessary, in order to make the 
computation of profit or loss, that the 
taxpayer be able to identify the par- 
ticular item of equipment against a 
book entry. A simple method of accom- 
plishing this result is possible. When 
an item of equipment is purchased and 
charged to the equipment account, it 
may be assigned a number, and a tag 
or other device bearing the number may 
be attached to it in am inconspicuous 
place. A card or loose-leaf sheet may 
be prepared, which will contain a des- 
cription of the item, the date of pur- 
chase, the voucher number, check num- 
ber, or other identifying reference mem- 


* 
very little of the work of Alexander! 
Wall and others has been productive of} 
practical results. 71 

“Tam inclined to caution those who 
listen to me, not to build hopes too high 
on the infallibility of ratio and trend’ 
indices. The danger, if any, lies in the 
fact that inexperienced and younger 
credit men may place too great reliance| 
on what ratios and trends really in- 
dicate. 7 

‘Mind you, I am not poking fun at 
your mathematical manipulation of fi-’ 
nancial statement items. I wish you 
much pleasure with your slide rule and 
hope ee ever increasing dexterity in its! 
use by you. But I feel free to suggest 
that you do not entirely abandon the 
old methods of appraising credits of a) 
borrower or a customer.’ —From address 
to Members of New York Credit Men's As-| 
sociation as veported in Bulletin of that 
Association. 
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oranda, the cost, and the identification 
number. These cards or sheets may be 
kept in appropriate files or binders and 
become, in effect, a subsidiary ledger sup- 
porting the equipment account. When 
the piece of equipment is retired trom 
service or sold, the identification num- 
ber appearing on the article will enable 
it to be identified with the book record. 

The card or sheet may also provide 
a section in which to record the amount 
of depreciation credited for that piece 
of equipment each year to the reserve 
account. The details respecting depre- 


ciation on the card or loose-leaf record| 
will be subsidiary to the reserve for 
depreciation account. In the event tha 
a particular piece of equipment ts retired} 
or otherwise disposed of, the amount} 
of depreciation recorded on the card for} 
that piece of equipment will represent! 
the amount to be charged against the| 
reserve account. al 
' The record may also, of course, make} 
provision for recording, by means of} 
appropriate columns or in other mannef,} 
the cost of repairs and of other informa 
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agement. In the instance of a machine, 
the production output, the consumption} 
of lubricants,the consumption of powef,} 
the number of hours during which the 
machine was operated, and the like, are] 
matters of interest. In the instance of 
an automobile truck, the mileage, the 
cost of gasoline, the cost of fuel, the} 
cost of tires, the cost of repairs, and 
other information is desired. There 1} 
no limit to the memorandum data that} 
may be entered on the record. 


Recent Illinois Accountancy Legislation 


ruary Term, A. D. 1926. George E. 
Frazer, et al., Appellants, vs. A. M. 
Shelton, as Director of the Depart- 
ment of Registration and Education, 
State of Illinios, Appellee. Appeal 
from Circuit Court, Sangamon County 


 : the Supreme Court of Ilinois. Feb- 


Opinion of the Supreme Court 
Rendered February 18, 1926 


Mr. Justice Stone delivered the opin- 
ion of the court: 

Appellants filed a bill against appel- 
lee, as director of the Department of 
Registration and Education of the State 
of Illinois, seeking to enjoin the en- 
forcement of a certain act relating to 
the business of accounting, on the 
ground that the act is unconstitutional, 
unreasonable, and constitutes an arbi- 
trary and improper exercise of the po- 
lice power of the State. Appellee de- 
murred to the bill and the demurrer 
was sustained. Appellants having elec- 
ted to abide the bill the same was dis- 
“missed for want of equity. The cause 
is brought here for review and various 
grounds of attack on the constitution- 
ality of the act are assigned and argued. 

The Statutes attacked are, first, an 
act entitled ‘‘An act in relation to the 
practice of public accountancy and to 
repeal a certain act therein named,” 
passed by the legislature in 1925 (Laws 
of 1925, p. 505), and a companion act 
amending section 60 of an act common- 
ly known as the Civil Administrative 
ode. (Laws of 1925, p. 577.) The 
attack on the latter act is based on the 
invalidity of the Accountancy act, 
against which the arguments of counsel 
are leveled. 

The first section of the Accountancy 
act provides that after the first day of 
- October, 1925, it shall be unlawful for 
any person to practice or attempt to 
practice as a public accountant or cer- 
tified public accountant without a cer- 
tificate of registration as such issued by 
the Department of Registration and Ed- 
ucation pursuant to the amendment of 


section 60 of the Civil Administrative 
Code, hereinbefore referred to. ‘*‘Pub- 
lic accountancy” is defined by section 2 
of the act as ‘‘accounting or auditing 
service as distinguished from book- 
keeping, on a fee basis, per diem or 
otherwise, for more than one employ- 
er.’ It is provided by section 3 of the 
act that any citizen of the United States, 
or one who has declared his intention 
of becoming such, and who resides in 
or has a place for the transaction of busi- 
ness as a public accountant in the State, 
if he be over the age of twenty-one 
years, of good moral character, has an 
education equivalent to a four-year 
course in high school, and has received 
from the Department of Registration 
and Education, ‘under the provisions 
of the act, a certificate of his qualifica- 
tions to practice as a public accountant, 
shall be styled and known as a public 
accountant, ‘‘and no other person shall 
assume such title or use any abbrevia- 
tion thereof, or other words or letter 
signifying that the person using the 
same is a public accountant, except as 
permitted by this act.”’ It is also pro- 
vided in that section that five years’ 
experience of the applicant as a public 
accountant in business for himself or 
in the employ of a public accountant 
shall be accepted as equivalent to a 
high school education. Section 4 pro- 
vides that any person having the qual- 
ifications referred to in section 3, and 
who shall have received from the De- 
partment of Registration and Educa- 
tion, under the provisions of the act, 
a certificate of his qualifications to 
practice as a certified public accountant, 
shall be styled and known as a certified 
public accountant, and ‘“‘no other per- 
son shall assume such title or use the 
abbreviations ‘C. P. A.’ or any other 
words or letters signifying that the per- 
son using the same is a certified public 
accountant, except as permitted by this 
act.’’ It is made clear by these pro- 
visions that one who has received from 
the Department of Registration and 
Education a certificate qualifying him 


Held Unconstitutional 


Supreme Court of Illinois renders zmportant decision 2 Former 
status of Certified Public Accountants restored » Important 
victory obtained in test case brought by Committee of 
Certified Public Accountants » Full text of decision 2 2 


to practice as a public accountant is 
not entitled, under the act, to hold him- 
self out as a certified public accountant 
ebuse:the letters, {tebe Oraiy 
words or letters of such significance, 
and that one who has not received a 
certificate provided for in these or sub- 
sequent sections is not permitted to prac- 
tice accountancy for more than one em- 
ployer. Section 5 provides that the 
Department of Registration and Edu- 
cation shall make the necessary rules 
and regulations regarding examinations 
and the time thereof. Section 6 speci- 
fies the subjects on which examinations 
shall be held. It then provides: ‘Each 
candidate who passes said examination 
shall thereupon receive a certificate of 
his qualifications to practice as a pub- 
lic accountant from the department, 
which certificate shall state that said 
candidate has successfully passed the 
examination in order to be qualified 
and known as a ‘public accountant’ and 
shall authorize the said successful can- 
didate to so style himself and to be 
known as such.’’ Section 7 fixes the 
fees for such examination. By section 
8 it is provided that those who shall 
have received a certificate as a Cefti- 
fied public accountant from the Univer- 
sity of Illinois under the accountancy 
act of 1903 may practice under this law 
without further examination. By sec- 
tion 9 any person holding a valid and 
unrevoked certificate as a certified pub- 
lic accountant issued by any other State 
or Territory or by the District of Colum- 
bia who desires to practice as a Certi- 
fied public accountant in this State may 
present his application for a certificate 
as a certified public accountant in this 
State, together with the required fee 
and such information as the department 
may consider necessary, and the depart- 
ment, if it be satisfied that the require- 
ments for a certificate in such other 
State or territory or in the District of 
Columbia are equivalent to those in 
this State and that the applicant has 
the qualifications required of an appli- 
cant in this State, may issue a certificate 


. 
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as a certified public accountant to such 
applicant without examination, pro- 
vided such other State or territory or the 
District of Columbia extends a simi- 
lar privilege to certified public account- 
ants of this State. Section 10 provides 
for the revocation of certificates issued 
under this act or any prior act. It is 
provided by section 11 that nothing in 
the act shall prohibit a certified public 
accountant holding an unrevoked cer- 
tificate issued in compliance with the 
law of another State, from practicing in 
this State and styling himself a certified 
public accountant, provided he register 
annually with the department and pay 
the annual license fee provided in the act. 
All who are permitted by the depart- 
ment to practice as certified public 
accountants or as public accountants are 
required by section 12 of the act to pay 
an annual license fee of five dollars. By 
this section it is made unlawful for any 
public accountant under this act to prac- 
tice as such after ten days from the date 
on which such license fee is due. Cer- 
tified public accountants do not appear 
to be made subject to this penalty. 
Section 13 is as follows: ‘“The Depart- 
ment of Registration and Education 
shall waive the examination and issue 
a certificate to any person who is a citi- 
zen of the United States or has duly de- 
clared his intention of becoming a citi- 
zen, who resides in the State of Illinois 
and who applies therefor on or before 
October 1, 1925, permitting such per- 
son to ptactice as a public accountant: 
Provided, that such person, on July 1, 
1925, shall be practicing as a public 
accountant on his own account, or shall 
have had five years’ experience in the 
employ of either a certified public 
accountant or a public accountant.’’ By 
section 14 it is provided that nothing in 
the act shall be construed to prevent the 
employment by a certified public ac- 
countant or public accountant, or a firm 
of such, of unlicensed employees, pro- 
vided such employees work under ade- 
quate control and supervision of a certi- 
fied public accountant or licensed public 
accountant, and provided that such 
employees do not certify to the accuracy 
of any audit or statement made by them 
or their employer. Section 15 provides 
the penalties for a violation of the act, 
and section 16 provides that certified 
public accountants or public account- 
ants of other States may practice in 
this State in pursuance of any engage- 
ment originating from without this 
State, provided such accountants reg- 
ister with the department and pay the 
annual license fee. Section 17 repeals 
the act of 1903 relating to certified pub- 
lic accountants. 

By the amendment of section 60 of 


the act known as the Civil Administra- 
tive Code it is provided that the De- 
partment of Registration and Educa- 
tion shall designate a board of three 
persons for the purpose of assisting in 
the carrying out of the act in relation 
to accountancy. It is provided that this 
board shall consist of one public ac- 
countant, one certified public account- 
ant and one lawyer, each of whom has 
been actively engaged in the practice 
of public accountancy or of law for at 
least five years next preceding his ap- 
pointment. It is by that act made their 
duty to conduct necessary investiga- 
tions and examinations and report to 
the department. 

Appellants contend that the Account- 
ancy act is unconstitutional for the rea- 
son that it violates section 22 of article 
4 of the constitution, prohibiting spec- 
ial privileges, and the fourteenth amend- 
ment to the Constitution of the United 
States, in that it denies equal protection 
of the laws. It is also contended that 
the act is an unreasonable exercise of 
the police power. 

In support of the first contention it 
is pointed out that the act confers a 
special privilege on a limited class of 
persons, namely, those persons who on 
the first of October, 1925, were holding 
certificates as certified public account- 
ants, and those who under the reci- 
procity provision in section 9 hold un- 
revoked certificates as certified public 
accountants from other States or such 
as are included in section 11, and that 
no other person may practice in Illinois 
as a certified public accountant and no 
citizen of the State may become such 
under the act. If this complaint is well 
founded the act is invalid as contra- 
vening section 22 of article 4 of the 
constitution of this State, which pro- 
vides: ‘“The General Assembly shall not 


ass local or special laws * * * grantin 
g 8S. 


to any corporation, association or indi- 
vidual any special or exclusive privilege, 
immunity or franchise whatever.’’ An 
examination of the act shows that no 
provision is made for licensing any citi- 
zen of Illinois as a certified public ac- 


countant who was not such at the time © 


the act went into effect. The only pro- 
vision for the issuance of a certificate 
by the Department of Registration and 
Education in case of examination, or to 
anyone .after October 1, 1925, other 
than persons holding foreign certifi- 
cates of certificates under the act of 
1903, is found in section 6, where it is 
provided that each candidate who 
passes the examination shall receive a 
certificate of his qualifications to prac- 
tice as a public accountant, and he shall 
be qualified and known as a public ac- 
countant. Section 4 of the act provides 


board be had, which in section 3 is ag 
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that anyone who shall receive a cet-' 
tificate of his qualifications to practice 
as a certified public accountant under! 
the act may be known and styled as! 
such, and no other person may assume | 
the title or use the insignia therof, 
either by words or letters. Under the’ 
act the only persons, other than those’ 
holding foreign certificates, who may | 
receive certificates as certified public | 
accountants are those who were certi- | 
fied public accountants on October I, | 
1925. By section 3 any person who. 
has received a certificate from the de-| 
partment entitling him to practice as a 
public accountant may be known as’ 
such and no other person shall assume 
that title. ‘A 

While the examinations provided for 
in section 6 take no account of distinc- 
tions between public accountants and 
certified public accountants, by section 
4 a person who receives a certificate as a 
“public accountant”’ may not hold him- 
self out as a “‘certified public account- 
ant,’’ for, as we have seen, the lang- 
uage of that section is, “‘no other per- | 
son’’ shall assume the title or use the 
insignia of the title of certified public 
accountant. The qualifications pre- 
scribed by sections 3 and 4 of the act | 
for public accountant and certified pub- | 
lic accountant are the same except the 
requirement that the certificate of the | 


certificate as public accountant and in 
section 4 a Certificate as a certified pub- 
lic accountant. It appears clear, there- 
fore, that the act necessarily operates | 
to the advantage of the few persons — 
who held certificates as certified public 
accountants prior to October 1, 1 25 
and those holding such certificate re i 
an outside State, and discriminates | 
against all other persons engaged in 
the business of accountancy, none of | 
whom can ever become a certified pub- | 
lic accountant in this State. An account- | 
ant who is employed by more than one | 
employer, thereby under section 2 of © 
the act practicing public accountancy, — 
or one who is certified as a public ac-~ 
countant who desires to take an exami- | 
nation and have issued to him a certifi- 
cate showing that he is a certified pub- | 
lic accountant, finds in the act no means | 
of accomplishing that end. The de-— 
partment is by the act given no au-_ 
thority to issue amy certificate except | 
that of public accountant. 3] 
Appellee contends that there is no | 
difference between a public accountant — 
and a certified public accountant, that 
the law recognizes none, and that one 
who is, in fact, certified by the depart- 7 
ment as a public accountant is, in effect, © 
a cettified public accountant. This con- 
tention is not sustained by the language 
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‘of the act. Section 4, as we have seen, 
prohibits the use of the term ‘‘certified 
ublic accountant’ by any person who 
oes not meet the description of a cer- 
}tified public accountant as given in the 
act, and there is no way in which he 
ee do so. It will be also noted that 
| 


‘throughout the act accountants appear 
'to be classified as public accountants 
and certified public accountants. The 
‘companion act amending section 60 of 
the Civil Administrative Code specifies 
that the examining board shall consist 
of one public accountant, one certified 
ublic accountant and one lawyer. 

hroughout the history of the law in 
relation to accountancy in this and 
other States there runs a distinction 
between a public accountant and a cer- 
tified public accountant. In this State, 
under the act of 1903 (Smith’s Stat. 
1925, Chap. 110'4), the opportunity to 
feceive a certificate from the Univer- 
sity of Illinois as a certified public ac- 
countant, under the examinations pre- 
scribed, was open to anyone. No one 
was denied the privilege of holding 
himself out as a public accountant. 
Legislation on this subject in this and 
other States indicates that there is in 
the public mind, and in legislation as 
well, a recognized distinction between 
a public accountant and a certified pub- 
lic accountant. The act under consid- 
eration here not only does not destroy 
that distinction, but, on the other hand, 
accentuates it. In the States of Louisi- 
ana, Maryland, Michigan, North Caro- 
lina and Tennessee acts have been 
passed providing for the registration of 
accountants, both as certified public 
accountants and as public accountants. 
{n none of these States except Tennes- 
xee is one prohibited from practicing 
accountancy, but the certificate as cer- 
‘ified public accountant is by the act 
taken as evidence of investigation and 
tertification of certain qualifications 
which are not so signified by the cer- 
ificate as public accountant. No one 
n the four States mentioned is denied 
the right to do accounting for as many 
dersons as will employ him. Numerous 
states have likewise provided that cer- 
ain audits and investigations shall be 
nade by certified public accountants. 
n Massachusetts the legislature in 1921 
vassed an act authorizing certified pub- 
ic accountants, approved by the State 
Zommissioner of Banks, to make audits 
if savings banks. (Mass. Gen. Laws 
if 1921, chap. 168, sec. 17.) In Penn- 
ylvania it is provided that certain 
chool districts may employ certified 
sublic accountants to audit their books. 
Pa. Laws of 1925, secs. 2603, 2523.) 
a Michigan, finance companies operat- 
ag under declarations of trust are re- 


’ 
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quired to be examined by the State 
Banking Commissioner, who is in turn 
authorized to accept the report and 
audit of a certified public accountant 
in place of such examination. (Mich. 
Pub. Acts of 1925, p. 461.) 
Accounting, or Auditing, by reason of 
very gteat increase in industrial de- 
velopment, has become a vocation of 
increasing importance. In addition to 
its many uses in a commercial way 
those uses have increased under vari- 
ous laws concerning municipalities and 
through the taxing provisions of State 
and Federal laws. In 1924 Congress 
created the United States Board of Tax 
Appeals, authorized to adopt rules per- 
taining to the conduct of its business. 
An examination of those rules discloses 
that the only accountants authorized to 
appear and practice before these boards 
are certified public accountants. From 
a consideration of these various laws 
and the usages commonly known to all 
engaged in such business as requires 
the services of an accountant, it must 
be said that there is in the public 
mind a marked distinction to be drawn 
between a public accountant and a cer- 
tified public accountant, and it is evi- 
dent that the act under consideration 
here does not tend to destroy such dis- 
tinction. That distinction, together 
with the fact that under this act no cit- 
izen of Ilinois not now a certified public 
accountant can become such, clearly 
demonstrates a special privilege accord- 
ed to those who are allowed to hold 
themselves out as certified public ac- 
countants and a discrimination against 
those who are not allowed so to do or 
to become certified public accountants. 
This discrimination is not founded on 
any reasonable basic classification. 
There is another unreasonable dis- 
crimination appearing in the act. By 
section 13, as we have seen, examina- 
tions are waived and certificates must 
be issued to any person who is a citizen 
of the United States or has duly de- 
clared his intention to become such, 
who resides in this State and who ap- 
plies, on or before October 1, 1925, for 
a certificate permitting him to practice 
as a public accountant, provided such 
person shall on July 1, 1925, be practic- 
ing as a public accountant on his own 
account or shall have had five years’ 
experience in the employ of either a 
certified public accountant or a public 
accountant. By this act, one who on 
June 30, 1925, commences practicing 
as a public accountant on his own ac- 
count may register as such on or before 
October 1, 1925, because he was prac- 
ticing as a public accountant on his 
own account on July 1, 1925, and this 
though he shall have had no previous 
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experience, while one who has had four 
years and eleven months’ experience 
in the employ of either a certified pub- 
lic accountant or a public accountant 
Ca not receive a certificate as public 
accountant without examination. There 
is no reasonable basis for the discrimi- 
nation between such two persons. While 
a statute intended to be prospective 
may provide that it shall not apply to 
those already in the occupation to be 
licensed, under conditions named, (Peo- 
ple. v. Logan, 284 Ill. 83; People v. 
Evans, 247 id. 547; Williams v. People, 
121 id. 84); such exemption must be 
made to apply, equally to all sim- 
ilarly situated. Again, by section 9 
of the act a person holding a certificate 
as a certified public accountant of an- 
other State or Territory who desires to 
be registered and receive a certificate 
as a certified public accountant of this 
State must pay the sum of $25, and if 
he would escape examination he must 
satisfy the department that the State 
issuing the certificate to him has re- 
quirements equal to those of this State 
and that the applicant is qualified to 
that extent, though under section 11 
one who holds a certificate of certified 
public accountant of another State or 
territory may come into this State and 
practice by registering and paying the 
annual license fee of $5. So far as the 
provisions of the act are concerned, he 
may move into the State and continue 
his business as a certified public ac- 
countant without the certificate of the 
department that he is qualified as such 
and without inquiry on its part as to 
the requirements of the State issuing 
the certificate to him. It is thus seen 
that in the second case a certified public 
accountant under a foreign certificate, 
merely by registering and paying the 
annual fee, has all the benefits of the 
act that would flow to such certified 
public accountant who desires to have 
or has the certificate of the department 
of this State. Again, by section 12 
public accountants are subject to a 
penalty should they practice when their 
annual license fee is ten days overdue, 
though no such penalty is imposed on 

certified public accountants. A stat- 
ute can not be sustained which applies 
to some persons or cases and does not 
apply to all persons and cases not 
essentially different in kind. Josma v. 
Western Steel Car Co., 249 Ill. 508; 
Off & Co. v. Morehead, 235 id. 40; 
Braceville Coal Co. v. People, 147 id: 
66; Frorer v. People, 141 id. 171; Mil- 
lett v. People, 117 id. 294. 

Another question is raised. It is ob- 
jected that the act is an unreasonable 
excerise of the police power. The term 
“police power’’ comprehends the power 
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to make and enforce all wholesome and 
reasonable laws and regulations neces- 
sary to maintain the public health, 
comfort, safety and welfare. Section 
1 of article 2 of the constitution pro- 
vides: “‘All men are by nature free and 
independent, and have certain inherent 
and inalienable rights—among these 
are life, liberty, and the pursuit of hap- 
piness.’’ The right to follow any of the 
common occupations of life is an in- 
alienable right. That right is one of 
the blessings of liberty, and is accorded 
as a privilege to the citizens of the 
United States by the preamble to the 
Federal Constitution, and by the Decla- 
ration of Independence, under the lan- 
guage, “pursuit of happiness.’’ The 
right of a citizen to pursue ordinary 
trades or callings upon equal terms 
with all other persons similarly situated 
is a part of his right to liberty and 
property. Bessette v. People, 193 Il. 
334; Allgeyer v. Louisiana, 165 U. S. 
578; Powell v. Pennsylvania, 127 1d. 
678.) “‘Liberty,’’ as used in the Con- 
stitution, embraces the free use by all 
citizens of their powers and faculties, 
subject only to the restraints necessary 
to secure the common welfare. The 
right to contract is both a liberty and 
a property right. CFrorer v. People, 
supra; Braceville Coal Co. v. People, 
supra.) It is, of course, well estab- 
lished that the right to liberty, prop- 
erty and the pursuit of happiness is 
subject to the reasonable exercise of the 
police power of the States. The end to 
be secured by the exercise of the police 
power is the furtherance of the public 
health, comfort, safety or welfare, and 
unless an act restricting the ordinary 
occupations of the citizen can be shown 
to fall within the police power such act 
is void, as violating the right of the 
citizen to liberty and the pursuit of hap- 
_piness. Whether or not the regulation 
of an occupation has in it the elements 
of protection to the public health, com- 
fort, safety or welfare is a matter not 
always easy to determine. The ques- 
tion 1s here presented. Does the busi- 
ness of accounting affect the public 
health, comfort, safety or welfare? Un- 
less it does its restriction 1s not per- 
mitted under the Constitution. It is 
readily seen that the profession of law, 
by reason of its influence on the safety 
of the ‘rights of property and liberty, 
does affect the public welfare; that the 
science of medicine, surgery and other 
treatment of human ills or the preven- 
tion of disease directly affects the pub- 
lic health; and that the manner of con- 
struction of buildings may well be said 
to affect the public safety. What is 
there in the business of accounting 
upon which the exercise of the police 


power may be based? Any act of ac- 
counting, as distinguished from book- 
keeping, when for more than one em- 
ployer, is deemed by this act to be pub- 
lic accounting and may not be engaged 
in without the prescribed certificate. 
The statute in this case is not limited, 
to those who would do an accounting 
business with municipalities or other 
public agencies, therefore the necessity 
for police regulation must appear, it 
at all, by reason of the relationship ot 
an accountant to private business con- 
cerns by which he is employed and 
thereby to the public welfare. An “‘ac- 
countant,’’ as that term is defined by 
standard lexicographers, is one who ts 
skilled in, keeps or adjusts accounts. 
Accounting is defined as the act or sys- 
tem of making up or stating accounts. 
It is readily seen that an incompetent 
accountant may render an inaccurate 
report and cause his employer to make 
a business error. This creates no ef- 
fect upon the public, however, unless 
the relationship existing between the 
public welfare and the private business 
so affected is so close as to establish 
that influence. Assuming that an audit 
shows a business failure, such failure 
while by no means desirable, does not 
ordinarily affect the public welfare, and 
if it did, it is not the work of the ac- 
countant but the condition of the busi- 
ness that bears such influence. In or- 
der to say that private business must, in 
the interest of public welfare, employ 
one certified by the State, it must ap- 
pear that the effect of an audit of that 
business is a matter of public welfare 
and not of private concern. If it is the 
latter, the audit has no element of pub- 
lic welfare in it, and a law prohibiting 
or licensing the business of one who 
makes such audit is but an unwar- 
ranted regulation of private business 
and the right to contract. To say that 
private business must submit to an 
audit on stated occasions goes no 
further, in principle, than to say that 
ptivate business may not employ whom 
it chooses to make such audit. While 
restrictions of such a character are im- 
posed upon public utility corporations 
by reason of the interest of the public 
therein, no law, so far as we are ad- 
vised, has gone to the extent of at- 
tempting to so regulate purely private 
business. The business of accounting 
for private employers has in it none of 
the elements of a public utility. Laws 
passed by various States on this subject 
have authorized the conferring of de- 
grees upon accountants who pass an ex- 
amination or have provided tor the is- 
suance of certificates of qualification. 
These laws have been passed in the 
interest of those engaged in the busi- 
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ness and for their protection and ad- | 
vantage rather than in the interest of © 
the public welfare. 

Counsel for appellee have cited cases | 
which hold that the accountancy acts | 
considered therein are valid. The acts | 
referred to in those cases, however, con- | 
tained no provision prohibiting any citi- _ 
zen following the business of an ac | 
countant, though employed by more 
than one employer. They are acts which > 
regulate the use of the term “public. 
accountant’ or ‘‘certified public ac- 
countant.’’ Section 1 of the act under | 
consideration here makes it unlawful 
for one who has not been certified by 
the Department of Registration and 
Fducation to practice the business of 
accountancy, which section 2 defines as | 
such employment by more than one em- | 
ployer. = | 

In People v. Marlow, 203 N. Y. Supp. | 
474, a law prohibiting the use of the 
degree or title of certified public ac- 
countant, or ““C. P. A.,” by one wh@ 
had not obtained a certificate from a 
designated board was sustained on the 
ground that public accountancy is a 
well recognized business, and that the 
following of that business was not by 
the act made to depend upon the issu- 
ance of a license or special qualification, 
but the statute prohibited the use of 
such title or degree without the cer-) 
tificate of the board. 

In Henry v. State, 97 Tex. Crim. 67m 
260 S. W. 190, Henry was prosecuted | 
for holding himself out as a holder of a 
degree as a certified public accountant | 
and using the initialey Gs P.e 
though a statute of that State pro- 
hibited the use of such term without | 
proper certificate. The law was sus- 
tained, and the court stated that the 
act was not invalid since it did not 
inhibit the pursuit of the occupation of 
accountant but only the unauthorized 
use of the term ‘‘certified public ac-_ 
countant’’ or the letronsme@s) sean | 


In Lehmann v. State Board of Publi 
Accountancy, 208 Ala. 195, 94 So. 945 | 
a law requiring a certificate of a desig- 
nated board as a prerequisite to the use | 
of the term ‘‘certified public account: | 
ant’’ or the letters ““C. P. A.’ was hel@ 
valid because the restriction was with 
reference to the accountant holding} 
himself out as a certified public ac-| 
countant, and it is pointed out that the | 
act did not prohibit any citizen from fol- | 
lowing the vocation of an accountant. | 
To the same effect is State v. De Verges, | 
153 La. 349, 95 S. Eir805¢ 

Counsel have cited no case, and we 
are aware of none, which holds valid an 
act which prohibits a citizen following 
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anless he have a certificate. In State 
vy. Riedell, 233 Pac. (Okla.) 684, a law 
iimilar to the one under consideration 
rere was held invalid as not within the 
solice power in so far as it prevented 
the practice of accountancy without a 
‘ertificate of a board created by the act. 
An act designed to secure the comfort, 
afety, or welfare of the public must 
ippear to be adapted to that end. It 
san not invade the rights of personal 
iberty or of property under the guise 
vf police regulation, when, in fact, it 
years no reasonable relation to some 
yurpose within the power of the State. 
3urdensome restrictions may not be 
mposed on the ordinary vocations of 
he citizen unless such restrictions are 
lecessary in the furtherance of some 
yurpose within the competency of the 
tate. People v. Love, 298 Ill. 304; 
Yeople v. Steele, 231 id. 340; Ritchie 
© People, 155 id. 98; Meyer v. Ne- 
waska, 262 U. S. 399; Pierce v. Sisters 
if Holy Name, advance opinions U. S. 
uly 1, 1925, p. 688. 

We do not say that it is beyond the 
ower of the General Assembly to enact 
Statute requiring that no one shall 
se the term ‘‘certified public account- 
nt’ or the term ‘‘public accountant”’ 
vithout having met the requirements 
f such an act. Such a provision may 
vell be within the power of the legis- 
ature on the ground that it is to the 
uublic interest that no one shall use a 
etn indicating that he has been ex- 
mined and certified as an accountant 
vhen such is not the fact. Of such 
haracter was the Accountancy act of 
903, herein referred to. By section 6 
f that act anyone who represented 
imself to the public as having received 
fe certificate provided by the act, or 
tho made use of the term ‘‘certified 
ublic accountant’’ or its abbreviation, 
ras declared guilty of a misdemeanor. 
uch is a misrepresentation which the 
‘gislature may prevent by statute. 
here is, as we view it, however, a wide 
ifference between acts of such char- 
cter and one which provides that no 
ne who has not received a certificate 
§ public accountant from the Depart- 
tent of Registration and Education 
aall be allowed to work at the business 
t occupation of accountancy for more 
dan one person. Such an act does not 
coring from a demand for the protec- 
on of the public welfare, but is an un- 
ratranted regulation of private busi- 
ess and the right of the citizen to pur- 
ae the ordinary occupations of life. 
or these reasons it was error to sus- 
un the demurrer and dismiss the bill. 
The decree of the circuit court is re- 
ersed and the cause remanded, with 
irections to overrule the demurrer. 
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College Men Wanted 


“THE American Institute of Account- 

_« ants, recognizing the value of a 
liberal education as a background for 
success in accountancy, has undertaken 
to interest academic students in the 
work of the profession and to provide 
a medium through which such men may 
be brought into contact with practi- 
tioners. 


“College men, generally, have evinced 
little interest in the profession, princi- 
pally because so little concerning it is 
known in the academic departments of 
universities and in the colleges. The 
general thought seems to have been that 
the profession is made up of men whose 
work consists of verifying detail entries 
and proving the mathematical accuracy 
of records. Few college men appear to 
know that accountancy is a medium 
through which valuable technical ser- 
vice is rendered to the business world, 
and that the properly qualified public 
accountant is highly regarded therein. 
Men in colleges have been ignorant, 
apparently, of the fact that account- 
ancy now enjoys in the economic scheme 
a place on a plane with law and engi- 
neering, and that the opportunities for 
services and reward in accountancy are 
equal to those to be found anywhere in 
the professions or in business. However, 
one outstanding point of information 
with which students are familiar is the 
unsteadiness of employment, due to 
seasonal fluctuations in the volume of 
practice. The accountancy profession, 
of course, is well known for the manner 
in which men are absorbed during the 
winter months and released during the 
spring and summer. 


“Many commercial organizations 
which need young men have been active 
in bringing their opportunities to the 
attention of college men. Until now, 
there has been no adequate machinery 
for bringing together men who may 
desire to enter public accounting and 
the accountancy firms which desire such 
men. 


“This new activity of the Institute 
which has as its purpose overcoming, 
for desirable prospects, the defects of 
seasonal employment and bringing in- 
terested students into contact with mem- 
bers of the profession who may desire 
their services, is to be organized through 
a bureau for placements in charge of a 
committee, under the direction of the 
executive committee represented by J. B. 
Niven and F. H. Hurdman. This com- 
mittee plans to issue a brochure which 
will describe the work of accountancy 
and suggest, in a general way, the op- 


portunities which exist therein. The 
brochure will be distributed through 
the personnel representatives at various 
universities and colleges, in cooperation 
with whom the committee will make 
selections from among students who 
apply for consideration. The brochure 
will be reproduced in The Journal of 
Accountancy. 

“Students selected will be registered 
with the Institute bureau for placements 
and be put in touch with public account- 
ants who signify their willingness to 
employ a certain number of such men 
for a period of three years, on a grad- 
uated basis of compensation, beginning 
at $125.00 a month, the employment to 
be contingent upon the satisfactory per- 
formance and advancement of the ap- 
pointee. The technical and professional 
training of the men so appointed will be 
arranged by the employers. 

‘The services of the bureau for place- 
ments will be available to all members 
of the Institute and the opportunity of 
application open to students in all uni- 
versities and colleges. A fee for the ser- 
vices will be charged to employers, but 
no fees will be required of applicants. 
Employers will be asked to pay a fee of 
$50.00 a man: $25.00 at time of request; 
$25.00 when the man has been supplied. 
Such fees are regarded as necessary, in 
order to make the bureau self-supporting. 

‘The committee is anxious to have 
the comments of all members interested 
in the plan. Men probably will be 
available after July 1, 1926. The general 
publicity which will be undertaken by 
the committee should benefit all mem- 
bers of the Institute. Voluntary con- 
tributions for the purpose, therefore, 
will not be out of order. 

‘This activity of the Institute is the 
outgrowth of long discussion and serious 
consideration. It is a concrete attempt 
to help in one way to solve the problem 
with which the profession has been 
faced for several years, namely, that of 
building a permanent staff qualified to 
carry on in a field where the work has 
increased greatly in volume and has 
become increasingly exacting in its de- 
mands upon those who undertake the 
practice of accountancy.’’—Reprinted 
from the Bulletin of the American Institute 
of Accountants of February 15. 

EDITOR'S NOTE: Many college and university 
men have become practicing accountants (after 
study at Pace Institute, and for years representa- 
tives of the Pace faculty have, by invitation, ex- 
plained the opportunities in accountancy practice 
to seniors inmany colleges and universities. There 
is plenty of room, however, for work of the type 
now being undertaken by the American Institute: 


Accountancy as a Vocation 


ROM the time a boy is old enough 
Be talk, his elders amuse themselves 

with the quaint answers to the oft- 
repeated question, ‘‘ What are you going 
to be when you grow up?’’ When the 
boy gets into high school, the question 
as to his future becomes more pressing; 
and by the time he graduates, he is ex- 
pected to have a very definite aim in 
life. If he is fortunate enough to be able 
to pursue his education further and to 
enter college, he is supposed to have, 
and usually has, a definite notion of 
what vocation he is heading for. 

A boy is expected, therefore, between 
the ages of fifteen and eighteen, to make 
a most momentous and serious decision 
with relation to his life. He feels he 
must make an answer to the everlasting 
question, ‘‘What do you want to be2?”’ 
and he decides that he will be a lawyer, 
a doctor, an architect, a musician, or 
whatever in his immature judgment, 
and from his limited knowledge, seems 
best; or he lets it go and leaves it to 
chance, figuring he will ‘“*just get a job”’ 
at anything that will pay him most. 
The lad who just says he will get a job 
may have a burning desire to be some- 
thing in particular; but owing to the 
inhibition which sometimes prevents 
self-expression at that age, he says 
nothing, but feels hurt that his parents 
do not understand and arrange of their 
own volition and intuition for him to 
do the thing he wants to do. 


Wanted to be an Architect 


I knew a lad, for example, who thought 
he wanted to be an architect. Why? 
Because he had a knack for drawing, 
and the profession was made to appear 
attractive because an architect jae 
of the family had a wonderful person- 
ality and fascination for him. Well, 
the fascinating architect went away to 
become a gold prospector, and so the 
youngster’s interest in architecture 
waned. The point I want to bring 
out is this—that a desire to enter a 
vocation can become aroused and the 
step be taken on very meagre informa- 
tion. A talent for drawing, it is quite 
obvious, will not make a successful 
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architect. That the qualities of imagin- 
ation and constructive genius are neces- 
sary for success in that profession were 
unknown to the boy. 

Many boys start blindly at this and 
that and expend much time and energy, 
only to have to retrace and start again 
at something else. At the root of the 
difficulty lies just. this—the boy is in 
no position to judge what he should 
aim to be, because he doesn’t know 
what the different occupations, trades, 
professions, and businesses involve in 
the way of activities, the kind of talent 
required to enter, the nature of training 
and experience required to get along, the 
heights to which one may aspire, and, 
of considerable importance, the kind of 
service which may be rendered in each 
calling to the community. 


Parent Should Co-operate 


On such a momentous question, it 
seems to me the parent should act for 
and with the boy in a systematic way 
in order to secure all possible informa- 
tion about a// vocations that may be 
suitable for him. The effort should then 
be made to choose one that will fit the 
talents, tastes, and aspirations of the 
boy. The need for this procedure is my 
reason for telling something of the pro- 
fession of accountancy. I must let the 
other professions, businesses, and voca- 
tions, however, speak for themselves— 
I shall speak only for my own profes- 
sion, that of public accounting. 

Thirty years ago very few people in 
this country knew anything about the 
work of the public accountant. Now, 
most people have a hazy notion about 
the accountant and his work, although 
a large number have a fair idea. I shall 
refrain from technical terms in my at- 
tempt to give you information on this 
subject; so it won’t matter whether or 
not you know a balance sheet from a 
balance wheel. 


Value of Statistics 


I should like to convey some idea to 
you of the value of statistics. Statistics 
ate to business what the compass is to 
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the mariner. Before building a power 
plant in a town, the engineers will} 
ascertain how much power the town} 
can use, based on its area, population,} 
machinery in manufacturing plants, and} 
probable growth. Statistics must be} 
obtained and considered. Before de- 
ciding how many patent lead pencils a 
concern shall make provision to manu- 
facture, the management should con- 
sider statistics showing, among other 
things, the number of inhabitants there 
are in each county who can read and} 
write, and the number of pupils in the} 
schools. From these and other data,} 
and by using a percentage of probable} 
sales to total possible users based on} 
other experiences available to themh 
through statistics, the management pro-} 
ceeds to estimate the quantity that} 
should be sold during the succeeding} 
year. The results from actual operations} 
are later tabulated and checked with} 
estimates so as to locate the weak poitits 
in the sales organization, or to correct} 
: : ] 
the basis of sales estimates. Before the} 
steel corporation can plan the output of 
steel rails, it must first know with sub-| 
stantial accuracy the needs of the rail-} 
roads in this and other countries. _}; 
Such essential things are learned from| 
statistics. Don’t let anyone tell you 
that figures are just compiled to fill} 
almanacs, or to give people something 
to do. Figures, figures, figures are used } 
everywhere to guide business trans-| 
actions of every kind, determining for}, 
today and estimating for tomorrow the} 
exchange value of the franc and the} 
pound sterling. They are used in estim-} 
ating the number of farm laborers who | 
may come into the country next year. } 
They are used in determining how big} 
an extension the mill in your town will), 
make and whether it is making enough } 
money to pay for it, or whether it will} 
borrow the money, and whether it will 
be able to pay the interest if it does | 
| 


borrow. 

The public accountant is called in to 
prepare figures in such a way that the 
business man can read and understand | 
them, and the fully developed account- 
ant is called in to advise with the) 


business man because the accountant’s» 


juipment and experience fit him to 
aderstand figures and to judge condi- 
ons. He becomes an interpreter of 
cts as disclosed by figures, and in 
any instances he is a guide to future 
yerations. 

‘The young man, then, to become a 
yod accountant, must show indications 
‘having a logical mind—that is, a 
ind that comes to conclusions by 
asoning rather than by remembering. 
ogical thought is more important than 
emory or mathematics. The account- 
at should also be a keen observer, care- 
lin detail, and reasonably Pac of 
wbit. He should have as good a mental 
ickground as possible—the account- 
icy profession is crying for college 
en, because college men have had the 
yportunity to develop this background. 


Starting in Accountancy 


he start in the accountancy profession 
wn be made in two ways. First, the 
»y who has the opportunity to go 
trough college may take, either in ad- 
tion to his arts course, or as a part of 
ie school curriculum, a course in ac- 
juntancy, business administration and 
iance. That sounds as though the boy 
ould come out as a full-fledged captain 
‘industry! He won't be a captain, but 
: will have a beginning from which to 
ork, and he may become a captain 
me day. The next step after complet- 
g these study courses is to find a public 
countant to take him into his office. 


nd anywhere as an able accountant, 
it he is ready to receive training. His 
eatest handicap at this point is his 
ability to handle masses of figures 
curately and expeditiously. The pub- 
; accountant’s work deals with facts 
translated into figures, and if the 
ditor cannot accurately handle the 
‘ures, then someone must audit the 
ditor. Naturally, for the first year or 
, the young man fresh from college 
ust be used on miscellaneous work in 
e accountant’s own office and not on 
ork in clients’ offices. 
The second way to start, and the one 
at appeals to many beginners, is, after 
ing graduated from college, to obtain 
commercial position involving work 
statistical or bookkeeping records, 
d at the same time to pursue a course 
accountancy in evening sessions at 
umbia University, Pace Institute, 
ew York University, or some other 
nool, and in two or three years obtain 
‘position in a public accountant’s 
ice. This is the usual way a beginning 
made, except that most young men 
gin work immediately after they leave 
gh school. The young man obtains a 


obviously, he is too inexperienced to’ 
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much better background, however, if 
he goes through college before starting 
on his accountancy courses or in work. 
The reason for this may not be apparent 
in the beginning, but it becomes more 
so as time goes on, as the general educa- 
tion acquired and the associations formed 
at college make, in later years, a differ- 
ence which is rather hard to describe. 
Part of this difference is due to the self- 
possession and the absence of uncer- 
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tainty which come from the possession 
Cor belief in the possession) of know!l- 
edge. 


Accountancy Study 


In the school of accountancy the stu- 
dent will acquire a knowledge of all 
phases of what is commonly known as 
bookkeeping, and the theory of accounts 
as related to many kinds of industry; 
he will receive a good knowledge of 
common law and of some statutory law, 
such as the income tax law, the bank- 
ruptcy act, and the like; he will study 
auditing, which is the art of examining 
books and accounts to ascertain if the 
true facts have been recorded; he will 
learn something of practical economics 
and practical finance. He will also learn 
how to judge the value of securities, 
how to judge a good credit risk, and 
many other things valuable to any man 
in any kind of business. 

To get back to our muttons (or are 


oly 


they still lambs?), the young man who 
starts in an accountant’s office must 
expect the first year or two to be some- 
thing of a grind, but he must expect 
that anywhere. He will get a very 
modest salary, but the advance will be 
certain if he has any talent for the work. 
His work will consist of checking up 
bank accounts on books of clients, 
checking calculations or inventories, 
verifying inventory prices, examining 
stock records, making calculations of 
various kinds having to do with values 
of insurance policies and prepayments of 
interest, analyzing accounts into sec- 
tions to show the totals of the different 
classes of transactions entering into 
each account, and a host of other jobs, 
all under the direction of a senior ac- 
countant, who lays out each job to be 
done and instructs very particularly 
how it is to be done. A good descrip- 
tion of the work can be found in a little 
book published by the American In- 
stitute of Accountants called “‘The 
Duties of the Junior Accountant."’ 


Work as Semi-Senzor 


The young man in about three years 
should come to the point of being a 
semi-senior accountant—that is, one 
who can take small cases which have 
been done before, and on which the 
work has been planned. He can handle 
such work with only a little direction 
from a supervisor. Assuming a proper 
education, both general and technical, 
a talent for the work, and proper appli- 
cation, he should in five or six years be 
a full-fledged senior accountant, capable 
of handling cases, whether old or new. 
(I am assuming also that he has not 
been handling certain other things that 
come in cases.) He should be able to 
check up any set of books and accounts, 
with juniors to help him do much of 
the detail work, and to discover any 
flaws arising from the incorrect hand- 
ling of figures or from the departure 
from correct principles of accounting. 
He will be able to discern whether divi- 
dends have been paid under proper 
accounting and legal circumstances, 
and whether other acts of officers or 
directors affecting the accounts have 
been properly recorded and are lawful. 
He should be able to plan systems of 
books and accounts designed to furnish 
cost statistics or general financial stat- 
istics. He should be able to make in- 
vestigations for special purposes—for 
example, to see that the money received 
on the issue of mortgage bonds has been 
used in accordance with the terms of 
the mortgage, or to get at the vital 
points of a business to ascertain its desir- 
ability as a purchase. 
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From this stage, he may be promoted 
to supervisor or branch manager with 
one of the large firms of public account- 
ants, or perhaps he may become a junior 
partner, or he may go into practice for 
himself. He should by this time have 
passed the state examinations for the 
C. P. A. (certified public accountant) 
certificate. Possibly, he will have come 
across a business opportunity on an 
entirely different basis, as corporations 
are generally eager to get trained ac- 
countants as office managers, comp- 
trollers, treasurers, and the like. 


Going into Practice 


If he goes into business for himself as 
a public accountant, the results in a 
financial way will depend, just as in any 
profession, upon his ability to obtain 
and hold clients; which, in turn, de- 
pends upon professional ability, person- 
ality, social and family connections, and 
the conditions in the section of the 
country in which he is situated. His 
first case he may do alone, and without 
an office, and his net profit will then be 
100 per cent. of the fee. As his practice 
grows, he comes into the position of an 
employer of assistants; so that, with 
payment of salaries to assistants, secre- 
taries, and typists, and of office rent, 
telephone charges, tax services, and so 
on, his share of the fee will dwindle 
from 100 per Cent to 30 per cent, 25 per 
cent, or 20 per cent; but he will have 
greater facilities available for giving 
service and be in position to do larger 
and better work with a well rounded 
out organization. 

One feature which adds interest to the 
work is the constant change of scene. 
A case may be dull, but presently the 
scene changes to another location, and 
trips to unusual places are often neces- 
sary. You don’t have to join the 
Marines to see the world. 


Comparison with other Professions 


The opportunities for earning an in- 
come compare very favorably with those 
of the lawyer and the doctor; and, in 
fact, I believe the average result is con- 
siderably better. There are exceptional 
- cases in which the corporation lawyer, 
the surgeon, and the specialist are able 
to accumulate considerable fortunes— 
but the seller of speculative stocks is 
much more likely to get some of these 
accumulations than he is to get the 
accumulations of the trained account- 
ant. The accountant is constantly re- 
ceiving a training which would be of 
value in any business, and he can be- 
come a rare judge of investments. While 
he may not look forward in the profes- 
sion to the meteoric career of a Wool- 
worth or a Henry Ford; still, if he does 
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not accumulate his fair share of this 
world’s goods, it will be the fault of 
himself and the circumstances surround- 
ing him, and not the fault of choosing 
a poor vocation. He will also have the 
satisfaction of knowing that he is en- 
gaged in an extremely useful occupa- 
tion—one of service in the upbuilding 
of business and in the extension of 
prosperity. 


FREDERICK G. COLLEY, 
C.P. A., of Arthur Young 
red, says. 


“ RUDGETING a business is merely 

an intelligent and studied projec- 
tion into the future—an estimate of 
events to come; what goods sell at, 
what prices and in what volume; what 
these goods will cost in material, labor 
and overhead; the manner and territory 
in which the goods are to be marketed; 
the terms of sale; the procedure and 
probability of collection of resulting 
accounts receivable; prospective dates 
and amounts of payments to creditors 
and to employees (pay rolls); the avail- 
ability of funds and their disposition; 
and finally the resulting ‘picture’ of 
these operations so forecast, scientific- 
ally tabulated and recorded to the end 
of the period forecasted, 

“Scientific budget-making and opera- 
tion involve the study of all of these 
conditions, and the preparation of a 
complete balance sheet, or statement of 
assets and liabilities at a future date— 
six months or more ahead, which will 
result from these carefully planned oper- 
ations. 

“The incidence of income and ex- 
penditure, of revenues and expenses, 
must be thoroughly canvassed and pro- 
vided for by months or weeks or even 
shorter intervals, according to the busi- 
ness. 

Most important of all, the budget 
must be made a matter of exact record, 
and with the passage of time the actual 
results must be compared with the 
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budget estimates in all particulars, ab 
the variations of ‘actual’ from ‘budge 
must be studied and considered; and, ¢ 
a result of such consideration, policie 
modified or extended to meet unlooke 
for trends which such variations ind 
cate—pointing either to restriction 4 
the use of borrowed money or credit © 
even the other way—to the desirabilit 
of further extended credit. | 

“A business so conducted will brin 
little or no anxiety to the credit depart 
ments of its creditors.’’—From artic 
Prophecy versus History,’ New Yor 
Credit Men's Assoctation Bulletin. : 


CHARLES M. KOLLIN, a graduate o 
Pace Institute, New York, announce 
the opening of offices for the publi 
practice of accountancy at 15 Parl 
Row, New York City. 


WAYNE KENDRICK,: C.P.A., am 
LESTER PRATT, C.P.A., announce t@ 
formation of a partnership for th 
general practice of accountancy, unde 
the firm name of Kendrick, Pratt 8 
Company, in the Hibbs Building 
Washington, D.C. Mr. Kendrick wa 
graduated from Pace Institute in 1923 


PAUL F. HAROTH, Class E-502, Bos 
ton Pace Institute, has transferred hi: 
office to 456 Park Square Building 
Boston, for the public practice o 
accountancy. 


Accountant as Credit 


Manager 


YS the manager of the Adjust. 
ment Bureau of the New York 
Credit Men's Association wanted af 
assistant to relieve him of some of his 
burdensome tasks, he chose a man with 
five and a half years’ accounting ex: 
perience. The man he picked was Jack 
E. Hodges, of El Paso, Texas, who, fot 
over five years, was employed by 
Armor & Company as auditor and 
accountant. This action illustrates the 
growing tendency on the part of credit 
executives to employ men who have 
had practical experience in accounting 
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— Good Personality—W hat Ky yz 


Lhe four elements Sound physical condi- 
tzon, unselfishness, proper dress, and good 


English @ All attainable qualities 2 Radio 


talk by Homer S. Pace e Station 


HE job ts the one big chance that 

the most of us have to do our work 

and to receive our share of the re- 
yards of labor. Success in the job, the 
jorld over, depends upon technical 
bility and good personality. 

Can you imagine what would happen 
9 the city of New York if all the job- 
olders were to be suddenly transported 
onight to some foreign shore? The few 
eople of leisure who would remain 
rould be people of leisure no longer— 
hey would cook their own meals; they 
yould drive their own cars so long as 
here was gas in the tanks; they would 
et along without the telephone, the 
slegraph, the radio, and the news- 
apers; and they would very soon be 
aking a living by fishing off the 
pooded shores of Manhattan, just as 
1e Indians did when Sir Henry Hudson 
rst sailed up the river that bears his 
ame. 

Ability to do well the work of a job 
;, of course, essential to the job- 
older’s success. This technical ability 
developed by experience and training 
1 the work of the job, and by overtime 
udy. The latter not only helps a man 
long in his own organization, but it 
evelops a general vocational value that 
tables him, in case he loses his job, to 
larket his services elsewhere. 

But there is another and a more subtle 
aality that operates to help a man 
ong—to make him doubly valuable to 
is employer. I refer to that quality 
hich we know, for lack of a better 
ame, as ‘‘good personality.” 


What Is Good Personality? 


That is good ‘‘personality’’? Is it 
meuty that can be cultivated and de- 
sloped? Let us consider this important 
tality that supports technical ability 
id helps a man or woman along to 
cational success. 

Consider good personality with rela- 
on to the work of the president of a 
unk. He must understand, of course, 
i¢ business of making loans and of run- 
ng the mechanism of a bank, but even 
ore he must be able to retain the friend- 
lip of his clientele, even though he 


does not let every man who is hard up 
for a loan take all he wants from the 
vaults of the bank. He must also very 
largely bring his directors to an accept- 
ance of his ideas of management, and 
all day long he must use abilities that 
are not in themselves of a technical 
banking nature. His personality is a 
vital factor in every phase of his work. 

The same importance attaches to per- 
sonality in every vocation. Without it, 
the professional man, who collects fees 
for his services, can not establish a 
practice, and without it a salesman can 
not make sales. The employee who 
makes himself agreeable in the per- 
formance of his work, no matter wheth- 
er he is a bookkeeper, a stenographer, a 
printer, a painter, a carpenter, or even a 
common laborer, has a better chance to 
retain his position and to obtain ad- 
vancement that the worker who is a 
grouch and who is non-cooperative in 
his work. Personality everywhere makes 
the difference between positive success 
and mere getting along. 

If we admit the importance of this 
supporting quality, as we certainly must 
do, the question immediately arises, can 
good personality be acquired and devel- 
oped the same as a technical quality, or 
does it come solely as a matter of inheri- 
tance? Does it descend from parents to 
son like a roval prerogative, or is it a 
state to which you can nominate and 
elect yourself? I think good personality 
is attainable for anyone who cares to 
acquire it—that it is largely a product 
of one’s own efforts, as I shall now 
explain. 


Bearing of Good Health 


A reasonably good physical condition 
is one of the essentials of a good person- 
ality. Why? Simply because the person 
who is ill or run down in physical con- 
dition is likely to be irritable—is likely 
to develop a state of mind that is ab- 
normal, and that does not radiate good 
cheer and optimism. While a good 
physical Be cition is somewhat a mat- 
ter of inheritance, its preservation and 
development are very much in one’s own 
hands. 


WMCA 


Good health is principally a matter of 
eating the right foods at the right times 
and in the right amounts, of sleeping a 
sufficient number of hours, and of taking 
cnough exercise to maintain the normal 
functions of the body. Recreation that 
consumes part of the hours that should 
be devoted to sleep is not recreation at 
all, and results in a lowered physical 
tone that registers unfavorably in the 
day's work. Injudicious eating and the 
lack of exercise likewise break down a 
person's physical efficiency. 

The person who is not strong physi- 
cally should be especially careful in all 
these matters. It often happens that a 
person who is not particularly robust, 
obtains a much better work result 
through careful and frugal use of his 
strength than the person who isstronger 
naturally and who abuses his gifts. I 
know a man of 60 who had his spine 
seriously injured by the collapse of a 
building when he was a young man. 
He lay for months with his legs para- 
lyzed, but eventually was able, after 
weary hours of mental concentration, to 
wiggle a toe. Finally he became able 
to wiggle all his toes, then to move . 
foot, and at last he was able to walk. 
He has never quite recovered the normal 
use of his legs, and has had to use great 
care with respect to his diet and sleep- 
ing, but for forty years he has been one 
of the most active and productive 
workers of whom I have knowledge. 
Theresare relatively few people who can 
not produce such a state of health that 
they radiate courage and optimism as 
they perform the duties of their daily 
work. This kind of physical back- 
ground you will always find in a person 
of good personality. 


Looking Out For Others 


A person of good personality looks 
out for the comfort of other people— 
that is, he is unselfish, and we must set 
this quality down as an essential of 
good personality. If a person of good 
personality is conducting an interview 
in his own office he instinctively makes 
his visitor comfortable. He sees to it 
that his visitor does not face a bright 
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light, he remains standing till his 
visitor is seated, and no matter how 
serious a. business disagreement may 
arise, he sacrifices his own comfort in 
all matters of incidental social usage, 
for the comfort of his guest. This same 
quality, when possessed by a book- 
keeper, leads him to help his. fellow- 
worker in obtaining his trial balance. 
It induces an employee to think of his 
employer's interests and comfort before 
thinking of his own. It is an out-giving 
quality, the exercise of which strength- 
ens its possessor while pleasing the per- 
sons with whom he comes in contact. 

This quality of unselfishness can be 
cultivated and developed like other 
qualities. Very few of us are mean and 
selfish as a settled policy. The most of 
us are, however, thoughtless, and leave 
unperformed many things that could be 
done for the comfort of others without 
any great sacrifice on out own part. If 
you want to develop this quality, start 
out tomorrow to find additional ways 
in which to extend small courtesies to 
your associates. Elaborate the well- 
known Scout rule of doing at least one 
kind act a day—do several such acts. 
Just as surely as you thus exert yourself 
for the comfort of others, you will grow 
in personality; and just as sure as you 
grow in personality you will promote 
your usefulness as an employee and your 
own chances for vocational advance- 
ment. 


Dress zs a Factor 


Dress has an important relation to a 
good personality. A professional man— 
the lawyer, accountant, engineer, archi- 
feetivor physician—should dress well, 
but conservatively. He will never of- 
fend a client by wearing clothes of quiet 
colors and patterns, but he may do so, 
and he may lose professional standing, 
if he wears extreme styles. Business men 
generally have a wider latitude in this 
respect than professional men, although 
the man who wears a golf suit to busi- 
ness, or who wears conspicuous finger 
rings, or who affects a loudly checked 
suit, detracts from his business person- 
ality. 

Correct dressing is more a matter of 
the selection of good colors and patterns 
and of upkeep, than it is of buying ex- 
pensive clothes. Trousers that are not 
creased, clothes that are soiled, buttons 
that are off—all undesirable conditions 
of this character are due to the lack of 
personal care. A business man who is 
appraising an applicant for a position 
will always be unfavorably affected by 
careless and untidy dress. A naturally 
good personality will be adversely af- 
fected if the clothes are extreme, or if 
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they are in poor condition so far as 
cleanliness and upkeep are concerned. 
Like the other qualities that go to make 
up good personality, good dressing 1s 
largely within one’s own control. Give 
careful thought, therefore, to the seem- 
liness of your attire. 


Ability to Speak 


The ability to speak well is also vital 
in the matter of good personality, par- 
ticularly in office and professional call- 
ings. Good speaking requires a knowI- 
edge of English, the ‘development of the 
physical organs of speech, and the gen- 
eral education that gives a man a foun- 
dation for intelligent conversation. Here 
is one of the most productive avenues 
for a person to build up his personality. 
Perhaps a hundred educational institu- 
tions in the city, including the univer- 
sities, the high schools, and private 
schools such as the Institute, offer ex- 
cellent opportunities for one to improve 
his or her English. There ‘is a direct 
vocational advantage in doing this if 
one is engaged in writing letters, in 
stenographic work, in selling, or in 
any other calling requiring the constant 
use of English, and there is the great 
incidental advantage of building per- 
sonality. 

A person may have a good knowledge 
of English and still not be able to 
speak well. Ability of this kind can 
be developed by participation in public 
speaking courses, many of which are 
available 1n the evening schools. Do 
not make the common mistake of 
thinking that a public speaking course 
is given “nowadays exclusively for train- 
ing people to speak in public. For every 
time a person speaks in public he will 
speak a hundred times in private. If 
he develops his voice and obtains pro- 
ficiency in organizing and stating his 
views to audiences, he will most surely 
use these abilities in his business and 
social contacts. A much better term 
than public speaking for such courses is 
‘oral expression,’’ which covers both 
public and private Bee one: 

There is laa of opportunity, also, 
for the person who lacks high school or 

college training, to build up his acad- 

emic education by evening courses and 
by systematic reading of good books. 
We are marvelously rich in academic 
opportunities for employed people. We 
have great libraries and museums, even- 
ing schools, and every other facility 
needed for developing one’s self as an 
incident to his daily work. The trouble 
is to get large numbers of our people to 
take advantage of these opportunities 
in exchange for an excessive diet of jazz 
and low-grade movies. 
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Don’t you see that each one of thes 
essentials of good personality is a ma 
of personal expression? In good healt 
you express yourself through the 
timism and cheerfulness that come froi 
poise and physical comfort. In lookin 
after the comfort of others, you expre 
a considerate state of mind that make 
association with you pleasing to others 
In dress, you express your own tast 
and such qualities as neatness and pi 
cision. Finally, in English, you cp 
your thoughts and ideas. As you wal 
about, your physical state, your atcitll| 
towards others, yout appearance wit 
respect to dress and personal upkee cf 
and your spoken words, create for yo 
an atmosphere which impresses the pec 
ple with whom you come in contact 
either favorably or unfavorably. If th 
impression you create is favorable yo) 
are said to have “’ good personality. 

Every employer realizes the positiy 
value that comes to his business fre 
the employment of persons of good pet 
sonality. He seeks such people in orde 
that they may represent him in meetin, 
customers and in directing other cl 
ployees. Finally, he wants, now am 
again, a person of exceptionally goo 
personality for association as a co-pft 
prietor, or to fill a high corporate posi 
tion. Good personality is a potent a 
to advancement at every stage. 

If you developpersonal qualities asy 
go along, as well as technical work qual 
ities, you will yoke up in effective hart 
mony the two great vocational qualitie 
that are in demand the world over—th 
technical ability to do the specific worl 
of the job well, and the personal qual 
ities that make the work react to thi 
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fullest good of the entire” organizatio 
of which you are a patt. 
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Special Features: Good dinner, music 
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speaker. : 
Come out strong and support the ney 
president—double last month’s acted 
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Executive Secretary upon receipt 0 
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He was Wrong 


i accountant is never justified 
in going beyond the presentation 
f facts,"’ remarked a well-known ptac- 
icing accountant recently. 
He was wrong. The balance sheet 
hich he certifies contains, it is true, 
Statement of facts as to the actual 
wnership of assets, and facts as to the 
mount of liabilities existing, but it 
ontains also an expression of judgment 
3 to the value of the assets enumerated. 
Thenever the accountant undertakes 
) express judgment as to the worth 
¢ value of an asset, he is in the realm 
‘judgment and not in the realm of 
(Cts. 
The statement of facts is an important 
ut of the work of an accountant, but 
us part of his work is not of as high 
t order as is the expression of judg- 
ents. It is entirely within the pro- 
nce of the accountant, as it is within 
at of the lawyer and engineer, to 
press his judgment in all proper ways. 
is neither accurate nor seemly for an 
countant to deny the more important 
itt of his calling, and thus unneces- 
tily to restrict the field of his activity. 


esearch Opportunity 


| ET’S suppose you have an economic 
4 bent and desire to make a first- 
nd investigation of trade and com- 
itce, of finance, of marketing, of 
3iMess organization and promotion, 
1 of other expressions of modern 
siness. How would you set about 


Nould you retire for post-graduate 

k to an academic environment in 
er to study with academic pro- 
iors? 


OR twenty-nine years the State of New York 

has rigorously maintained high standards 
in the granting of the certified public accountant 
certificate—high standards with respect to 
academic education; high standards with re- 
spect to ability to pass technical examinations; 
and high standards with respect to years of 
accountancy practice. 

These standards are gravely threatened by 
the Hutchinson-Downing bill now pending in 
the New York legislature, under which it is 
proposed to admit by waiver thousands of ac- 
countants who, presumably because of lack of 
academic or technical qualifications, have not 
obtained the certificate under the existing rules. 

Elsewhere the constitutional questions in- 
volved in this legislation are fully discussed. 
Every certified public accountant or other person 
interested in maintaining high standards in the 
profession of accountancy should oppose this bill 
with every means that he may properly command. 


—Tue Epiror. 


Would you, on the contrary, obtain 
a position in a large commercial organi- 
zation and devote your time for months 
and years to the duties of a particular 
job? 

Or would you, after suitable academic 
and technical preparation, become a 
public accountant, and in connection 
with your duties study the work and 
operations of wholesale and retail trad- 
ing, of department stores and chain 
stores, of shipping and railroading, of 
stock and other brokerage, of commis- 
sion trading, of non-profit organiza- 
tions, and of the many other institu- 
tions with which the accountant in 
actual practice comes in frequent and 
intimate contact? 

Herein is found a big thought for the 
young man with sound academic educa- 
tion and a research ambition—the 
young man who aspires to make a real 
contribution to education and economic 
technology by the discovery and pre- 
sentation of principles on which the 


- structure of modern trade and industry 


depends. 


Good Craftsmanship 


OOD craftsmanship is a term used 
in a broad sense to describe work 
performed in a complete and satisfactory 
manner. The lawyer shows good crafts- 
manship when he prepares a case prop- 
erly for trial, and tries it without slip, 
fault, or unnecessary error. Likewise, 
the accountant attains good craftsman- 
ship when he performs his audit or 
investigation in a complete manner, 
preparing all necessary working papers 
in good form, and making a report 
that is suited to the work and the 
needs of his client. Good craftsman- 
ship in any calling or profession, means 
the ability, as well as the inclination, 
to perform each step of the job in hand 
in a complete and business-like manner. 
It is the commonplace but necessary 
cornerstone to success, without which 
mere brilliancy avails but little. 


Accountancy follows 


Capital 
HE expression ‘“‘trade follows the 
flag’’ 1s a common one, and has 
often been used to justify colonial 
expansion. 

It may also be said that “‘accountancy 
follows capital.’’ The basis was laid 
thirty or forty years ago for many of 
the largest accountancy practices in the 
country—laid at the time when British 
capital was being sought and used for 
the development of American railroads 
and business enterprises, and even for 
farm loans. British accountants were 
naturally chosen to make the investiga- 
tions that were a necessary preliminary 
to investment, and later they were 
retained to conduct audits. 

Conditions have changed, and the 


I 
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United States is now financing business 
enterprises, and even governments and 
cities, in every part of the world. Ac- 
countancy is again following capital, 
but the capital is American and the 
accountant is American. 

American capital, backed by Ameri- 
can energy and by American technical 
engineering and accounting ability, 
will hold and maintain a commanding 
position in world-wide affairs of trade 
and commerce. 


A Greater Accountancy 
HERE is a private practice of ac- 


countancy as well as a_ public 

practice. 
tice serve as controllers, treasurers, and 
auditors. The abilities of many of 
these accountants in private practice 
compare favorably with the abilities 
of accountants in public practice. 

Some way should be found for bring- 
ing private accountants of undoubted 
standing and ability into the ranks of 
the greater profession of accountancy. 
Why not? The professional standing of 
an.engineer does not depend upon 
whether he serves clients as a consulting 
engineer or serves a railroad or a manu- 
facturing concern as chief engineer. 
By far the larger number of engineers 
work for a salary and are in private 
employment. Is there not an analogy 
in accountancy? 

There should be a distinction, no 
doubt, between the public accountant 
and the private accountant, but each 
must possess the same fundamentals 
of technical knowledge. Cannot a 
way be found for affiliation that 1s 
based on technical knowledge, even 
though a distinction be made between 
those of us who work for fees and 
those who work for salaries? 

A gteater accountancy is both pos- 
sible and desirable. 


Slogans 


4 tan modern slogan is a commercial 
proverb. Slogans sprout from com- 
mercial roots, like broadcasting and 
many other things, in this commercial 
country of ours. These commercial 


Accountants in private ptac- 
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saws’’ take such form as “an apple a 
day will keep the doctor away,” or 
“eventually, why not now?’ In a 
higher and less commercial form they 
ate expressed in community slogans, 
such as ‘“‘watch your step,’ ‘‘safety 
first,’’ and ‘‘shop early.”’ 

The Chinese are at least a thousand 
years in advance of us in this matter, 
because they have long since provided 
symbols to express the highest form of 
desires and virtues. For example, there 
is a symbol, often displayed on textiles, 
dishes, and other articles of ordinary 
use, as well as on banners, which ex- 
presses the ideal of a long and happy 
life. The whole thought is expressed by 
one character, which is instantly appre- 
ciated and understood by one who sees 
it. Contentment and other virtues are 
likewise expressed. 

Note a very high state of development 
in this respect. The idea expressed by 
the symbol slogan is not one of selfish 
or individual profit, but a general virtue 
or desire; and words and phrases are 
supplanted by an attractive symbol that 
instantly tells the whole story. 

We are still, by comparison, in the 
eatly stages of proverb making, and 
have not yet developed fully our psycho- 
logic mechanism for developing virtues. 


The Illinois Decision 


hes recent decision of the Supreme 
Court of Illinois, by which ac- 
countancy legislation passed in 1925 
is held to be unconstitutional, is of 
interest to accountants everywhere. 
Particularly, the decision is of interest 
in New York, because of the fact that 
various bills intended to modify or 
supplant the present C. P. A. law are 
now pending in the legislature. 

The Illinois law, in brief, provided 
that the persons holding certificates 
of certified public accountant under the 
previous law should continue to be 
known as certified public accountants. 
It provided, further, for the recogni- 
tion of other practicing accountants as 
“public accountants,’’ and for the later 
admission of accountants who were 
also to be known as “public account- 
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ants.”’ The decision held that there ii 
a substantial distinction in the publi 
mind between a certified public ac| 
countant and a public accountant, anc 
that, because of the fact that no citizer, 
who is not a certified public accountan, 
could, under the law, attain that status 
a special and unconstitutional privileg: 
was extended to certified public ac 
countants, and a discrimination wa 
made against those who were not al. 
lowed to attain that credential. 
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From the viewpoint of legislation 
now pending in New York and othe 
states, by which the attempt ts mad) 
to restrict the public practice of ac) 
countancy to certified public account 
ants of other accredited accountants 
the part of the decision relating to th: 
power of the state to exercise such con| 
trol is of the greatest interest. Afte| 
stating that such a restriction can b 
based only on the police power of th 
state to make and to enforce laws ani 
regulations necessary to maintain th 
public health, comfort, safety, or wel 
fare, the decision states the questio} 

“Does the business of accounting affec 
the public health, comfort, safety, 0 
welfare?’ It is stated that, unless i 
does, the restriction of accountan¢ 
practice is not permitted under the con 
stitution. The conclusion of the cout 
on this important matter is summed u 
in the statement that ‘‘Such an act doe 
not spring from a demand for the pro 
tection of the public welfare, but is a 
unwarranted regulation of private busi 


time that the original restrictive 
known as the ‘“McGinnies mute 
in? 1924.1 "ihe ) 
bill, now pending in the jepislall i 


practice of accountancy to certifie 
public accountants, and for the a 
ing of the certified public accoun 


eéstiicclOnens to accountants in oubli 
practice Januaty 1, 1927, who hay 
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been in such public practice for three 
years previous to that date. 


The primary object of legislation of 


this type, at least so far as the public 
interest is concerned, is to regulate the 
practice of accountancy in the same 
way that medical and dental practice 
stegulated. If the bill should become 
aw, several thousand certified public 
iccountants would presumably obtain 
heir certificates without examination. 
f, afterward, the restrictive clause of the 
aw should be held unconstitutional, 
he primary object of the legislation 
vould be defeated, the standards main- 
ained for twenty-nine years by rigor- 
jus examinations would be lamentably 
owered, and the interests of the public 
nd of professional accountancy in gen- 
ral would undoubtedly suffer greatly. 
Counsel of the New York State So- 
iety of Certified Public Accountants, 
n opposing the Hutchinson-Downing 
Will at the hearing held at Albany on 
March 30, based his opposition on the 
uestion of constitutionality of the 
estrictive clause, and cited the Illinois 
nd Oklahoma cases in support of his 
tgument, pointing out the close rela- 
ion between the language of the mem- 
tandum by which Governor Smith 
etoed the McGinnies bill and the 
unguage of the Illinois decision. 
The far-reaching importance of the 
linois decision, the full text of which 
ras printed in the March issue of this 
lagazine, is apparent. If the courts 
f other states follow this decision and 
ie decision handed down in Oklahoma, 
ie type of legislation which has been 
assed during the first thirty years 
evelopment of accountancy will con- 
mue, subject to incidental improve- 
ent and modification. If, on the other 
and, it is generally held by the states 
lat it is within the police powers 
ader the various constitutions to re- 
tict accountancy practice to accredited 
‘actitioners, then the restrictive idea 
ill prevail. At this time, it looks as 
the practice of accountancy is not 
kely to be restricted to accredited 
vactitioners in the manner that medi- 
J, dental, and law practice is re- 
ricted. 
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The American 
Institute 


HE Council of the American Insti- 

tute of Accountants is to hold its 
semi-annual meeting in the Institute's 
building, 135 Cedar Street, New York, 
on April 12th. This Council is com- 
posed of thirty-five members, who 
represent twenty-two different states. 
The Institute which they represent has 


ARTHUR S. SWENSON 
Incoming President, 
Pace Alumni Association 


if is fitting that the Pace Alumni Association, 
the membership of which ts made up largely 
of certified public accountants and controllers, 
should elect to its presidency a member who is 
engaged in accountancy practice as a certified 
public accountant, and who has ‘also had ex- 
tensive experience as a private accountant. 

Arthur S. Swenson, C.P.A., who was elected 
to the presidency at the meeting of the Associa- 
tion held on March 21st, has all these technical 
qualifications, together en the necessary sup- 
porting qualities of geniality and devotion to 
public service. By reason of his work as vice- 
president of the Association and governor, he is 
thoroughly familiar with the affairs of the 
Association, and his administration promises 
to be a most successful one. Mr. Swenson is in 
practice on his own account as a member of the 
accountancy firm of Martin Kortjohn & Co. 

Mr. Swenson’ s official staff will be made up 
of: Oscar J. Youngherg, first vice-president; 
Joseph Sussman, C.P.A, CN. Y.), second 
vice-president; and Frederick M. Pee 
C.P.A. (Ohio), executive secretary. The new 
Governors elected are: G. H. Coppers, Class of 
1925; Mrs. Florentine D. Goodrich, Class of 
1916; Frederick J. Haller, Class of 1924; E. 0. 
Kallman, Class of 19233 J. C. Myer, faculty 
representative; E, Talvensaari, Class of 1919 
and faculty representative; and Harry Wein- 
stein, Class of 1925. 
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an unbroken record of society existence, 
in.conjunction with its predecessor, the 
American Association of Public Ac- 
countants, for a period of forty years— 
a long period of time as things go in the 
development of a new profession. 

The Council meets in the Institute's 
own building, in which are housed the 
administrative staff of the Institute, 
its publishing interests, and the largest 
and most complete accountancy library 
inthiscountry. Thesubstantial character 
of the Institute's equipment merely 
reflects its long and successful career as 
a society, and the standing of its mem- 
bers as practitioners. 

The Council of the Institute, as well 
as the directive bodies of other ac- 
countancy societies, are confronted with 
problems of serious import. Legisla- 
tive matters are seething in many 
states. The profession has been saved 
a disaster in Illinois only by reason of a 
court decision. In New York, ‘the 
wide-open character of proposed legis- 
lation is a menace to the high standards 
maintained in the Empire State for a 
period of approximately thirty years. 

These problems, and others, call for 
clear thinking and decisive action on 
the part of those who carry the re- 
sponsibility of directing the good ship 


‘Accountancy’ into quiet waters. 


Radio Edztorzals 


SEFUL ideas of various kinds, in 

these days of broadcasting, travel 
through the ether in company with 
mushy jazz titles, barbaric rhythm, and 
blatant advertising. There is still some 
market for sensible and helpful things. 
Excessive repetition of tawdry enter- 
tainment, like over-feeding, works its 
own cure. 

This magazine is the. originator, we 
believe, of radio editorials, projected 
upon a more or less attentive world 
through Station WMCA. Now and 
again, a verbal javelin finds its mark in 
the vast jungle of the eastern seaboard, 
and some person is induced to sit up and 
think. We repeat these radio editorials 
in printed form for the sake of the record 
and in order to fill requests for copies. 


| 
Maintain Your Educational Headway 


| Discépline of First Job Compared with High-School 
: Discepline © Slackening of Mental Headway * 


Continuation Study in Evening Helps to Mazntain | 
Educational Headway * Radio Talk by the Epitor | 


E have a very common term 
W that is used with respect to 
maintaining progress or head- 
way of any kind—I refer to the expres- 
sion - keep it tolling. Av foreman 
often tells his men to ‘‘keep it rolling’’ 
when they are pushing a physical object 
along by main force, because he knows 
that. it. is .easiety to, keeps thes abject 
moving than it is to start it from a 
dead stop. 

In the same way any man knows, 
when he is pushing along his auto- 
mobile, or his business venture for that 
matter, that he had better keep the ma- 
chine or the proposition moving rather 
than to allow it to come to a dead stop. 
He exerts himself in every way to 
“keep it rolling.”’ 

A business is known as a ‘going 
concern’’ when transactions are actually 
taking place. There is a great differ- 
ence, as every man knows, between a 
going concern and one that is not going, 
even though the stock of goods and 
equipment are the same. Value is lost 
just as soon as the venture comes to a 
standstill. 

Look where you will, no sensible 
person wants to lose headway in any 
desirable undertaking—no one wants 
to expend energy in overcoming the 
inertia of a stationary mass. Headway 
or momentum in any desirable thing is 
an asset of real importance and value. 

Mental headway or momentum can 
be described by the term ‘“‘educational 
headway.’ By this term I mean the 
headway acquired by anyone who en- 
gages in the systematic development of 
his intellect. The most common way 
of obtaining educational headway is 
by systematic study of courses given in 
schools of various kinds. 

The courses taught in common 
schools, high schools, colleges, and 
technical schools of one kind or an- 
other, are merely progressive mental 
exercises of varying kinds. In the sub- 
ject of mathematics, the range of exer- 
cises extends all the way from the learn- 
ing of the numerals and the methods 
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of making simple number combina- 
tions, to the intricate calculations re- 
quired in engineering and astronomical 
study. In the subject of languages, 
the exercises extend all the way from the 
c-at—CAT, of the reading chart, to 
the mastery of foreign languages, and 
the work in gaining an understanding 
of languages that are no longer spoken. 
In the subject of history, the exercises 
extend from simple statements of fact 
with respect to the affairs of our own 
country, to a review and study of the 
most important affairs of all recorded 
history, and to speculation on current 
international affairs of an intricate 
natute. By progressive courses of study 
of this kind, the schools awaken curios- 
ity on the part of boys and girls, stimu- 
late the acquisition of both facts and 
principles, and ultimately develop an 
educational headway which the indi- 
vidual should carry along throughout 
his entire life. 


Real Function of a School 


The function of the school, therefore, 
is—as the Institute views the matter— 
not'so much to provide a boy or girl, 
of a man of woman, with a complete 
mental equipment of some kind, as it is 
to help such a person to acquite a con- 
tinuing desire for knowledge and the 
Capacity measurably to satisfy that 
desire—in short, to bring about educa- 
tional headway as a continuing and 
normal state of mind. 

Well, all this being true, what hap- 
pens when a young man or young 
woman leaves high school or college, 
and takes a position in business? Is 
any thought given to safeguarding the 
headway gained by twelve or sixteen 
years carefully planned and supervised 
mental work, or does the Pee! who 
takes the job, and the world in general, 
look upon the school experience as a 
closed chapter? Does the young man 
or woman see any relation between the 
Latin, the French, and the chemistry 
of the classroom and the duties of the 


office boy job, or the typewriting job! 
or the stock clerk’s job that falls to hi 
or her lot? In short, does the youn; 
man or young woman keep his or he) 
mental vehicle ‘‘rolling,’’ or does he o| 
she allow it to slow down and finally 
come to a dead stop? 

Consider for a moment the extrem) 
contrast, from the mental developmen 
viewpoint, between the conditions sur 
rounding a senior in high school, an 
the conditions under which the senio 
is likely to work in a job obtained im 
mediately after graduation. In hig] 
school he carried four or five subject 
of study, which were the logical cul 
mination of eleven years previous study 
He was under constant pressure to at 
tain good results in each class recita 
tion, and to pass the various examina 
tions which preceded his graduation 
He was stimulated to attain honors 0 
various kinds, and he was held to higl 
standards as a condition precedent t 
his taking part in various. desirabl 
athletic and social activities. The eye 
of the school world of which he was ; 
part—the eyes of both teachers ani 
students—were very much fixed upot 
him, and he was continuously stimu 
lated to put forth the best efforts 0 
which he was capable. All these et 
forts came to a head in graduation am 
the achievement of a certain objectiy, 
which had been kept in his mind for: 
number of years. = 


. Contrast the Environment 


Imagine, if you will, the foregoin 
environment in contrast with the en 
vironment of the graduate when hi 
begins work, let us say, as an errant 
boy and general clerk in a busines 
office. His employer is a manufactut 
ers’ agent who occupies two or thre 
small offices and employs six or eigh 
people. The young man opens th 
office in the morning, he opens ant 
sorts the business mail and places i 
upon the proper desks, after which h 
holds himself available for errands an 
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ny incidental clerical work that may 
re turned over to him. His errands 
ake him up-town and down-town. 
ometimes he carries heavy packages of 
amples or circulars. Sometimes he 


ddresses envelopes to a mailing list — 


1 order to fill in his time. He makes 
lunders and is reprimanded for them. 
le never does anything brilliant, be- 
ause there is seldom anything brilliant 
9 do ina job of that kind. He starts, 
ecause of his high school education, 
t $14 a week, and after six months or a 
ear is promoted to $16 a week. There 
s little in the environment to inspire 
f to encourage—an endless routine of 
trands and small duties. 

| This instance is not far fetched—it is 
tken from hundreds that have come 
der the observation of the Institute. 
he duties of a beginning position, no 
latter whether the office is large or 
nall, are commonplace and help but 
ttle in maintaining mental headway. 


_ What Happens to the High 
By! School Graduate? 


ist what pep pens to this typical 
dung man so far as his real mental 
iterest and development are concerned, 
ating the first year or two of his voca- 
onal experience? Will he grow by 
‘ason of his work, or will he retro- 
tess? Will his duties stimulate him, 
will they dampen the fine enthusiasm 
iquired by intimate contact with his 
ealistic instructors? Will the environ- 
emt cause a slowing down of his 
ental activity and eventually lay the 
isis for mental stagnation, or will this 
yung man, by reason of his vocational 
Omentum, carry over this dangerous 
‘tiod and later on come into the full 
tide of his abilities? 

The outcome depends pretty much 
»on whether the young man, during 
ese early and formative business 
ats, limits his development to the 
tformance of his routine duties in the 
b he holds, or whether he consciously 
d definitely undertakes coincident 
ental development that will bring his 
scipline and his working load back 
his school-day standards. 

Set it down as an unquestioned fact, 
at a beginning job never imposes 
ipline equal to that of the school 
ftriculum. The short hours of the 
b, the humdrum nature of its duties, 
€ unoccupied evenings, the freedom 
om_ pedagogic restraint—all these 
ings Bode ill for the youngster when 
takes a job and ‘‘goes to business.”’ 
dn't baby him at this crucial stage of 
$ career—keep him busy. See to it 
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that part of his spare time is used for 
systematically keeping up his athletics 
——two or three evenings a week. But 
be just as sure that two or three even- 
ings cach week are devoted to keeping 
up his intellectual interest—to main- 
taining the educational headway which 
he acquired by painstaking study during 
his school days. 

You may ask how all this can be 
brought about to the best advantage. 
To this query I must answer, that it is a 
matter of vocational planning—a mat- 
ter of substituting headwork and voca- 
tional control for the old-fashioned and 
expensive vocational drifting, of which 
we have all seen so much. 


Steps to be Taken 


First, the planning should begin by 
the time the student enters high school. 
A careful review of the courses avail- 
able should be made, and a selection 
should be made on the basis of the 
natural abilities of the student and 
other factors that must be taken into 
account. 

Second, if the student is not able to 
go to college, but must take a position 
upon high school graduation, or pos- 
sibly sooner, more than ordinary care 
should be taken to obtain for him a 
position of the right kind. While the 
duties of a beginning job may be about 
the same in two organizations, there is 
often a great difference with respect to 
the environment. I know of an office 
boy’s position which stimulates any 
young man who holds it, because of the 
notable successes in life that have been 
obtained by men who once held the 
same position. Much depends on ob- 
taining the right kind of moral and 
business environment in the first job 
taken. . 

Third, before leaving school the 
young man should be impressed with 
the fact that under no circumstances 
is he to discontinue systematic study. 
He should take his position with the 
idea that he must carry with it two or 
three evenings study and recitation a 
week. He should begin preferably 
with the study of some technical sub- 
ject related to his work or to a position 
to which he may reasonably aspire. 
If he needs further academic study, such 
study can often be postponed with 
advantage until some technical training 
has been received. The work and the 
study should move off as correlated 
parts of a program which is to be carried 

along over several years’ time. The 
program should include provision for 
athletic work as before suggested. The 
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complete plan, therefore, will call for, 
let us say, five and one-half days’ work 
a week, and five evenings of study and 
athletics. Plenty of time will be left 
for the normal young man to carry 
along his purely social affairs, and a 
work load will be established that will 
be comparable to the load carried in 
high school. The program, of .course, 
would not usually include evening 
study during the summer months, so 
that the full program would be in 
effect not more than nine or ten months 
each year. 

_ Fourth, in conjunction with carry- 
ing out the program thus far suggested, 
care should be taken for the young man 
to have competent advice on every 
important vocational matter that arises. 
For example, from time to time ques- 
tions will arise as to change of position, 
applications for increase of salary, and 
the like. The young man from his 
limited experience can not be expected 
to exercise sound judgment in these 
instances, and should have the advan- 
tage of the counsel of someone thor- - 
oughly familiar with vocational af- 


fairs. 


Object of Discussion 


I have done little more than to give 
you in the roughest outline, a general 
program by which the mental develop- 
ment and business advancement of the 
young man may be assured. For the 
college graduate the procedure would 
be somewhat different, although in the 
main, the same principles apply. What 
I have given you is much more than a 
theory, as we have available at the 
Institute hundreds of examples in which 
the foregoing program has in substance 
been carried out by high school and 
college graduates. The object of my 
talk, however, has not been so much to 
give you the details of a complete pro- 
gram, as it has to bring into relief the 
vocational importance of the period 
that follows the cessation of regular 
school or college work. 

The work habits of the great major- 
ity of business men, it should be re- 
membered, are formed during the first 
few years of their experience, and any 
slump-off at this time from the disci- 
pline imposed by school work, will 
result either in mental stagnation or in 
a slowing up which must be overcome 
later, if at all, by the exertion of ex- 
traordinary will power. 

If, by chance, any one of my hearers 
has slowed down in the matter of 
mental development, it is, of course, 
not necessary to lose courage. It is 
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true that it takes an energetic expres- 
sion of will power to overcome mental 
inertia; but the mind, like a physical 
mass, will respond to the application 
of power, and once under way the 
momentum attained is a powerful 
factor to help one to roll over the minor 
obstacles that get in his path. The 
mind, it should be remembered, is not 
like the body, which reaches its maxi- 
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mum efficiency at an early age, for the 
mind can be developed over ager 
one’s entire lifetime. In order to ob- 
tain this development, however, it 1s 
imperative that the mind should at all 
times be receptive and active and in the 
process of development—that is, there 
must be educational headway of the 
type I have attempted to describe in 
this article. 


Order and Billing System 


ONSIDERABLE clerical detail is 

involved in the routine procedure 
attendant upon recording a customer's 
order, making out the necessary ship- 
ping instructions for the shipping de- 
partment, following up the shipping 
order in the event that shipment is not 
reported promptly, and making out and 
recording the invoice when shipment 
has been made. By adoption of the 
simple system herein described, which 
was designed by a certified public ac- 
countant, an appreciable saving of time 
and expense was effected by the client. 


When Order zs Received 


When an order is received, it is first 
routed to the credit clerk for approval 
ot. the “customers (credit. glesisethen 
routed to the order and billing clerk. 
This clerk makes out a numbered form 
in quadruplicate, containing the cus- 
tomer’s name and address, shipping 
instructions, terms, details of the items 
ordered, and other information that 
ordinarily is placed upon an order or an 
invoice. : 

Each copy of the form 1s of a dis- 
tinctive color. The first and second 
carbon copies are forwarded to the 
shipping clerk. The original and the 
remaining carbon copy are retained by 
the order and billing clerk and are 
placed in a numerical tickler file. 

The shipping clerk packs the goods 
and forwards them in accordance with 
instructions. He returns the first car- 
bon copy of the form to the order and 
billing clerk and retains the second 
carbon copy in a numerical file. 


| Routine Procedure of Handling Cus- 
tomer’s Order 2 Preparation of Invoice 
2 Labor-saving Expedient 
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Upon receipt of the first carbon copy 
from the shipping clerk, the order and 
billing clerk removes the original and 
the remaining carbon copy from the 
tickler file. The Weleike stamps the 
original and the two carbon copies with 
the current date (date of shipment) 
by means of a rubber-stamp dater, and 
imprints a number on all of them by 
means of a numbering machine. The 
date and the number become, respec- 
tively, the invoice date and the invoice 
number, and are so designated by appro- 
priate marking on the form. 


Computing the Amount 


The order and billing clerk computes 
the amount (price times quantity) of 
each item ot the amount of the in- 
voice and enters them on the carbon 
copy of the form that was returned by 
the shipping clerk. The original and 
the other carbon copies are placed in the 
typewriter, and the amounts entered in 
pencil on the carbon copy returned by 
the shipping clerk are typed in. 

The original is then put in an envel- 
ope and is mailed to the customer as an 
invoice. The carbon copy received 
from the shipping clerk becomes the 
official duplicate of the invoice and is 
filed in a post binder. From this carbon 
copy, entry is later made in the sales 
book, and posting is made to the 
customer’s account. The remaining 
carbon copy is filed in another file under 
the name of the customer. In the 
particular business it is deemed neces- 
sary by the management to have readily 
available a record of shipments made to 
each customer. The system is flexible 


routine as the original order, exce 


and, if necessary for other operating pur- 
poses, additional copies may be made, 


Items Not in Stock 


It sometimes happens that the shipping| 
department is short of a particular item | 
Notation to the effect that the item i; 
out of stock and has not been shippec 
is made on the carbon pu that is kepi 
by the shipping clerk and on the carbor| 
copy that is returned to the order anc 
billing clerk. When the copies of the 
form are inserted in the ee fo; 
the purpose of inserting billing figures) 
the clerk notes opposite the item thai 
was ordered but not hipaa the word; 
‘back ordered’’ instead of the money 
amount, and places a footnote at the 
bottom of the forms to the effect thai 
shipment will be made as soon as th¢ 
goods are stocked. At the same time 
a new form is made out for the materia! 
that was not shipped, just as if it had 
been ordered separately by the customer, 
The new order form follows the same 


a 


that it is given priority over orders fol 
the same kind of material subsequently 
received. 


Printing in Name of Products 


The concern handles some forty different 
products. Twenty-five of the Produ 
are the subject of frequent orders, and 
the remaining fifteen products are or 
dered only occasionally—say on about 
ten per cent. of the orders. It is the 
policy of the concern to quote a uniform 
price to every customer. A certain few 
favored customers, however, are al: 
lowed trade discounts ranging from 
one per cent. to four per cent. , 

In order to save the clerical operation 
of writing out the name of the product 
each time, the names of the twenty: 
five major products and the unit selling 
prices are printed on the bill forms, 
The printing is spaced to conform te 
typewriter spacing. Sufficient space is 
left at the bottom of the bill form fo 
the insertion of items the names of 
which are not printed. The names and| 
prices of these items, of course, até 
typewritten in full when such items ate 


ordered. By this simple expedient, it 
becomes unnecessary for the typist to 
write out the names of the products 
that are most frequently ordered. The 
quantities are merely inserted in the! 

uantity column, and the total amount) 
Catania times price) is entered in the! 
amount column. | 

The form is so designed that wind 
envelopes may be used, and the wo 
of addressing envelopes, and of che 
ing such work, is eliminated. 


NCARCELY a week passes in which 
>) the financial pages of the daily 
2 press do not record the actual or 
soposed merger or consolidation of 
wporations with capitalization run- 
ng into the millions of dollars. Not- 
le among these reorganizations are 
‘ie merger of The Chase National Bank 
id The Mechanics & Metals National 
ank, and the proposed consolidation 
‘a number of large chain-store grocery 
ymcerns. 
Because of these current developments 
the business world, the accountant 
id the student of accountancy will find 
fticular interest in a proposition that 
based upon circumstances having to 
) with a corporate reorganization. 
l€ proposition is similar to a proposi- 
mM given in a certified public accoun- 
ot examination in a middle-western 
ute. The proposition follows: 


Proposition 


1¢ Doe Manufacturing Company of 
tw Jersey was unable to meet the 


i contemplated the formation of a 
wW corporation, to be known as The 
te Manufacturing Company of Dela- 
te. The stockholders and bond- 
Iders of the New Jersey corporation 
fe to turn over, as at December 31, 
15, their securities and to pay a cash 
essment, receiving in return securi- 
s of the new corporation. 


S was as follows: 

Zach bondholder to be given $750 
‘value of preferred stock and $450 
* value of common stock of the Dela- 
‘fe corporation for each $1,000 par 
ue of first mortgage 8 per cent. gold 
ads of the New Jersey corporation. 


The basis for the exchange of securi- . 


oa 


Each bondholder to be given $100 
par value of preferred stock of the Dela- 
ware corporation for each $100 of 


accrued interest on the above bonds. 


Each stockholder to be given $75 
par value of preferred stock and $50 
par value of common stock of the Dela- 
wate corporation for each $100 par 
value of preferred stock of the New 


Jetsey corporation and $25 cash. 


oa oa 


Reorganizing the Corporation 


Examination Proposition of Current 
Interest 2 Rules of AmericanInstituteas 
to Certefication of Statement 2 Solution 
by the AssocIATE Eprror 


Each stockholder to be given $30 par 
value of preferred stock and $95 par 
value of common stock of the Delaware 
corporation for each $100 par value of 
common stock of the New Jersey cor- 
poration and $25 cash. 

The Delaware corporation was then 
to take over the assets of the New Jersey 
corporation and to assume its outstand- 
ing liabilities other than the bonded 


THE DOE MANUFACTURING COMPANY OF MAINE 
Balance Sheet as at December 31, 1925 
ASSETS 


Appraised Value 
Capital assets (net value): Value per Books 
Pande... ..... oe. $ 200,000.00 $ 171,000.00 
Buildings....... Sees, 396,201.82 = 401,872.50 
Machinery and toolaaa ss...” 358,740.91 374,912.12 
Furiture and fixtuteseee 41,290.50 50,720.42 
otarsermnmicme —remeeee |) 09.2.2) Haters is): 
Current assets: 
CASD give... .. . . i eo 48,921.90 48,921.90 
INGtes receivable... See 27,500.00 27,500.00 
Accounts receivable (net realizable 
value):........ Sire. ie 161,215.04 165,490.09 
mectued interest... ARMM ok. 550.00 550-00 
sundry debtors... . Meee 0, 8,270.60 8,495.00 
Inyentorics........ sre) is toh 173,843.19 190,895.51 
gata apes 0s 44 iso) 2.5o 
Deferred charges: 
Unexpired insurance premiums...... 4512.6.123 4,126.12 
$1,450,484.66 
-ETABILITIES 
Capital liabilities: 
6 per cent. first mortgage gold bonds. $ 100,000.00 
Current liabilities: 
Accounts payable. @aee ae. $ 95,468.93 
Accrued bond intera@fijee.. 1 ...... 3,500.00 
Miscellaneous accruaieeeey. . 2... 8,247.50 
107,216.43 
The Doe Manufacturing Company of New 
ye ol... . . ries 291,400.90 
Capital stack....... Zen. 5. 750,000.00 
(Vp ae 201,867.33 


$1,450,484.66 


roe 
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indebtedness and interest thereon, set- 
tlement for which was to be made as 
above indicated. The assets were to 
be taken over at an appraised valuation. 
A statement of financial condition of 
the New Jersey corporation as at 
December 31, 1925, appears below: 
Arrangements had also been made 


whereby the Delaware Corporation was 
to receive from the minority stock- 
holders of the Maine corporation (the 
majority of whose stock was held by 
the New Jersey Corporation) all their 
stock in the Maine corporation in 
return for $100 par value of preferred 
stock and $50 par value of common 


THE DOE MANUFACTURING COMPANY OF NEW JERSEY 
Balance Sheet as at December 31, 1925 


ASSL LS 
Appraised Value 
Current assets: Value per Books 
Cashts.Jrat hele cobain \ irae ae eta tai $ 51,948.09 $ 51,948.09 
Notes receivable (net realizable value) 535,575.08 | 572,861.20 
Accounts receivable (net realizable 
Value). a eee ois noes 640,208.09 689,120.10 
Accrued interest (net realizable value) 7,884.09 8,760.09 
Sundry debtors (net realizable value). 41,861.35 46,512.61 
INVentories® Has orem wise als wee es 810,923.27 899,324.74 
$2.,268,526.83 
Capital assets (net values): 
Lands: eee Fk ee See net me ee 500,000.00 300,000.00 
Buildings *0.).! foe So ghee ate 708,750.00 587,500.00 
Machinery anditooleiein). tmore ork 947,081.74 741,201.93 
Furtiture and ixtmtes ia ean wenn 183,162.95 92. 4azaae. 
1,721,104.15 
Patetitsns swat, sean oeneeecee aire 200,000.00 500,000.00 
Patterns, drawings and models...... 200,000.00 141,928.00 
Good-will\ 23 eae et 250,000.00 2.76, 4amme 
——_—————_. 918,356.10 
Investments in affiliated company: 
The Doe Manufacturing Company of 
Maine, 5,000 shares, par value 
is PEHOO-OO | « Momma eth Senay cee ener ae 500,000.00 500,000.00 
Affiliated company current account: 
The Doe Manufacturing Company of 
Maine) iia seele 4 nent emer me tote 291,400.90 291,400.90 
Deferred charges: 
Organization expense! 9.0 #12. t haa, Nil 115,000.00 
Experimental expense. 1, aucas ea Nil 207,501.09 
Discoustson' bonds ..\y) epee gas Nil 407,821.50 
Unexpired insurance premiums...... 10,211.43 10,211.43 
VAG 54-02 
$6, 439,922.00 
LIABILITIES 
Current liabilities: 
Notes payable ra) \e asta aes Rae? $ 550,000.00 
A CCOMIITS Day aDke /ii)).4).%) stan eee: 589,021.60 
Accrued bond interest: Gee 80,000.00 
Miscellaneousiaccrualsiy. (Seino kr 207,028.14 


Capital liabilities: 
First mortgage 8 per cent. gold bonds 
Capital stock: 
Preferred tauee aia ie th ene oe 


$1,426,049.74 


2,000,000.00 * 


I ,000,000.00 

I ,000,000.00 
2.,000,000.00 
POT? 872,26 


$6, 439,922.00 


The Pace Stude tt 


stock of the Delaware corporation 
each $100 par value of stock of the) 
Maine corporation. a 

The Delaware corporation was then 
to take over the assets of the Maine 
corPaeae at an appraised valuation | 
and to assume its outstanding indebted 
ness. This arrangement was agreed to. 
by the bondholders of the Maine <. 
poration, with the understanding that, 
the Delaware corporation would guar- 
antee the bonds of the Maine corpora- 
tion. . | 

A statement of financial condition of 
the Maine corporation is displayed 
page 7. Di. | 

The reorganization expenses were to 
be $100,000, which were to be paid in 
cash immediately and charged off. | 

Submit: (a) statement of ae 
condition of the Delaware corporation 
as it would appear after giving effect 
to the proposed reorganization and 
financing; (b) statement reconciling) 
surplus shown by the balance sheet of 
the Delaware corporation with sut-| 
pluses shown by the balance sheets ¢ 
the New Jersey and Maine corporations 
to show causes for differences, if any. 


a 
a 


Solution 


While journal entries for the various 
proposed transactions are not requir 
as part of the solution, their use 
advisable. Each step can be made t 
subject of definite technical record 
means of journal entries; and as t 
entry is formulated the particular part 
of the proposition that is thus dispos 
of can be ticked off. By the use Of 
journal entries, therefore, a systematic 
solution may be built up, and the cand 
date will not find it necessary to car 
the numerous details in his memory. 
The prope states that the new. 
formed corporation was to take overt tl 
assets of the old corporation and 
assume certain outstanding liabiliti 
A subsidiary corporation is also broug 
into the proposition and the ne 
formed corporation was to take over t 
assets and assume the liabilities of t 
subsidiary. It is not stated what ste 
will be taken in connection with t 
acquisition of the assets and assumpti 
of the liabilities of the predecessor ca 
ie Since, however, the ne 
ormed corporation acquires all of 
outstanding stock of the predece 
corporations, it is logical to assume) 
that this was to be done by merger, Of} 
by turning over to the old companies 
their outstanding capital stock held 
by the new company, and by extinguish 
ing of obligations of the old company 
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held by the newly formed company. 
The solution of the proposition will 
‘proceed on this assumption. 


| Acquisition of New Jersey Company 
The acquisition of the New Jersey 
corporation would be shown by journal 
entries as follows: 


| 
t 


ie 
ba mortgage 8 per 
‘cent gold bonds of 
_ The Doe Manufac- _ 
‘turing Company of 
New Jersey....... 
Premium on first ee 
gage 8 percent. gol 
Bonds , The Doe 
Manufacturing 
‘Company of New 
oe ee 
re Preferred stock 
Common stock 
acquisition of 
| bonds of The Doe 
| Manufacturing 
Company of New 
Jersey. 


a. 


\ccrued bond interest 
‘on bonds of The 
| Doe Manufacturing 
Company of New 
|S SES nae 80,000.00 
_ ToPreferred stock 
lor acquisition of 
right to accrued in- 
terest on bonds of 
The Doe Manufac- 
“turing Company of 
' New Jersey. 
i 
See 
referred stock of The 
‘Doe Manufacturing 
‘Company of New 
Jerse 
To Preferred stock 
Common stock 
or acquisition of pre- 
ferred stock of The 
Doe Manufacturing 
Company of New 


2,000,000.00 


400,000.00 
I,500,000.00 
900,000.00 


80,000.00 


250,000.00 


Sie bw © ee 018 6, © 


750,000.00 
500,000.00 


250,000.00 


Company of New 

SE 

To Preferred stock 
Common stock 950,000.00 

f acquisition of 

‘ommon stock of 


I,000,000.00 


51,948.09 
5352575 -08 
640,208.09 

7,884.09 

41,861.35 
810,923.27 
500,000.00 
708,750.00 
947,081.74 


chinery and tools. 


i 


Furniture and fixtures 183,162.95 
CH: 7 200,000.00 
Patterns, drawings 

and models....... 200,000.00 
Good-will.......... 250,000.00 
Capital stock of The 

Doe Manufacturing 

Company of Maine. 500,000.00 
The Doe Manufactur- 

ing Company of 

Maine current ac- 

COMM Teer. a... 291,400.90 
Unexpired insurance 

RREciitmnsiees., 10,211.43 


To First mortgage 8 
per cent gold 
bonds of The 
Doe Manu- 
facturing Com- 
pany of New 
SJECSEYN Neat. s 

Notes payable. . . 
Accounts payable 
Accrued bond in- 
terest on bonds 

of The Doe 
Manufacturing 
Company of 
New Jersey.... 
Miscellaneous ac- 
a a 
The Doe Manv- 
facturing Com- 
pany of New 
BIGESCViceeays, o2005.< 
For acquisition of 
assets and assump- 
tion of liabilities of 

The Doe Manufac- 

turing Company of 

New Jersey. 


2.,000,000.00 
550,000.00 
589,021.60 


80,000.00 


207,028.14 


pees ie) 


Acquisition of Maine Company 


The Delaware corporation would 
then own 5,000 shares of the capital 
stock of the Doe Manufacturing Com- 
pany of Maine. The stock had a par 
value of $100 per share. Reference to 
the balance sheet of the Maine corpora- 
tion will indicate that $750,000 of stock 
was outstanding, or 7,500 shares. Mi- 
nority stockholders in the Maine cor- 
poration, therefore, held 2,500 shares. 
These shares were to be sold to the 
Delaware corporation by the minority 
stockholders of the Maine corporation. 
The acquisition of this stock and the 
taking over of the Maine corporation 
may be recorded by means of journal 
entries as follows: 


Capital stock of The 
Doe Manufacturing 
Company of Maine. 

Premium on capital 
stock of The Doe 
‘Manufacturing 
Company of Maine. 

To Preferred stock 
Common stock 
For acquisition. 


250,000.00 


125,000.00 
250,000.00 
125,000.00 


9 
Se 
Panes see oe. ee 200,000.00 
Buildings... 9....scen 396,201.82 
Machinery and tools. 358,740.91 
Furniture and fixtures 41,290.50 
WORE EY oo ee 48,921.90 
Notes receivable... .. 27,500.00 
Accounts receivable.. 161,215.04 
Accrued interest..... $50.00 
Sundry debtors...... 8,270.60 
Inventories. 0... .:. 173,843.19 
Unexpired insurance 
PREMIUMS. eee 4,126.12 
To 6 per cent. first 
mortgage gold 
bonds of The 
Doe Manufac- 
turing Com- 
pany of Maine 100,000.00 
Accounts payable 95,468.93 
Miscellaneous ac- 
Crilals te can ee 11,747.50 
The Doe Manu- oe 
facturing Com- 
any of Maine. 22,042.75 
The Doe Manu- ites 
facturing Com- 
pany of Maine, 
current account 291,400.90 


For acquisition of 
assets and assump- 
tion of liabilities. 


Cancelation of Liability to New 
Jersey and Maine Corporations 


After these entries are made, tnere 
will be shown a liability to the New 
Jersey corporation of $2,452,957.25, the 
amount set up in the fifth entry that 
has been given, and a liability to the 
Maine corporation of $922,042.75, as 
shown in the seventh entry. These 
liabilities were apparently to be ex- 
tinguished by the surrender of the stock 
of the New Jersey corporation and the 
Maine corporation, respectively. The 
transactions may be recorded by journal 
entries as follows: 


The Doe Manufactur- 
turing Company 
of New Jersey... 

To Preferred stock 
of The Doe 
Manufacturing 
Company of 
New Jersey... 

Common stock of 
The Doe Manu- 
facturing Com- 
pany of New 


245=957->5 


I,000,000.00 


I 000,000.00 


4523957-25 
For surrender of stock. 


The Doe Manufactur- 

ing Company of 
Maine? aes 22,042.75 

To Capital stock of 

The Doe Manu- 

turing Com- 

pany of Maine. 

Surplus: .....-.. 

For surrender of stock. 


750,000.00 
172,042.75 


(Continued on page 18) 


What Constitutes a Will Contest: 
Discussion by OrRIn R. Jupp, LL.B. CP.A., a | 


meeting of Bar Association 2 Grounds for contesting q 
will © Interpretation 2 “No-Contest’ clause 2 2 | 


which I have been asked to lead 
this afternoon is, “‘What Con- 
stitutes a Will Contest?’’ This ques- 
tion can be answered in a single sen- 
tence. The contest of a will is begun 
by the filing of objections to the admis- 
sion to probate of a written instrument 
propounded as the last will and testa- 
ment of a deceased testator. In New 
York probate practice, the will is pre- 
sented by the executor to the Surrogate’s 
court, with a petition praying that it 
be admitted to probate and that letters 
testamentary thereon be issued to the 
executors named in the will. The 
testimony of the subscribing witnesses 
to the will is submitted in proof of its 
due execution. 
The usual grounds for contesting a 
will are 

First: That the alleged will was 
not executed by the testator in 
the manner required by law. 

Second: That the testator at the 
time of making the will was not 
of sound mind and memory and 
capable of making a will. 

Third: That the execution of the 
will was obtained by undue 
influence. 

Fourth: ‘That the execution of the 
will was obtained by fraud and 
misrepresentation. : 

Other grounds that are sometimes 
alleged are, that the alleged will is a 
forgery or that it has been revoked. 

The only persons who have a right 
to contest a will or a codicil to a will 
are those who would receive the prop- 
etty of the decedent if the will were set 
aside. These are his next of kin and 
heirs-at-law, who would take in case 
of intestacy, beneficiaries under a prior 
will, or beneficiaries under the disputed 
will whose legacies have been revoked 
or reduced by a codicil thereto. (The 
latter would of course object only to 
the codicil which changed their bene- 
fits.) 

Any one of these persons may file 
with the court an answer and objec- 
tions to the petition for probate on any 


T= subject in the discussion of 


Io 


or all of the grounds above mentioned, 
and demand a trial of the issues thus 
raised. The filing of such an answer 
and objections constitutes a contest of 
the will, even though they may be 
subsequently withdrawn. 


Orrin R. Jupegei GPA: 


Vice-President, Irving Bank-Columbia Trust 
Company of New York City. 


Will contests are notoriously expen- 
sive and often engender bitter contro- 
versies and family antagonisms. With 
a desire to prevent waste of their estates 
through litigation and to preserve 
peace and harmony among their lega- 
tees, testators sometimes seek to pre- 
vent contests by writing into their 
wills a condition to the effect that any 
legatee who disputes or attempts to 
set aside the will shall forfeit his right 
to receive any benefits under it. This 
condition is referred to in legal lan- 
guage as an in terrovem Clause; that is 
a Clause by way of warning or intimida- 
tion. =f ep the real question before 
us is, how far a condition of this kind 
in a will should be given full force and 


> 


effect, and this affords material for ai 
interesting study. | 

A good example of a no-contes' 
condition taken from the will of a wel 
known man is the following: | 

‘In case any person to whom am 
legacy is given or to whom any bene 
ficial use or interest in or income o| 
any trust fund is given in my said wil 
or codicil shall oppose the probate 0 
the same before the surrogate or any 
court or shall take any legal proceeding) 
of any kind in any court to set aside thi 
said will or codicils or either of then 
or any part of them or shall cooperat 
and aid in any such proceedings or shal 
refuse to accept the provisions made fo; 
his or her benefit therein, then and it 
that case I revoke all or any legacie: 
in favor of any such person.”’ 

But not every provision that a testa 
tor includes in his will will be enforced 
Contracts or other instruments whict 
violate the principles of justice, moral 
ity and convenience, the courts wil 
refuse to enforce as being contrary t 
public policy, or the policy of the law 
even though there may be no specific 
provision of law applicable to the case 

Whether or not such a provision if 
intimidation of contest shall be strictly 
construed in a particular case is a ques 
tion that has Pee been broughi 
before the courts by executors and un 
successful contestants. Legal text-book 
writers generally agree that the law o1 
this point is in a state of confusion 
both in the United States and in Eng 
land. On the one side it is argued tha 
to hold that a legatee who objects t 
the probate of a will on reasonabl 
and probable grounds must forfeit hii 
legacy if he fails to produce sufficien 


would thus be promoted, 


equ 
against sound public policy. 


In England it was formerly held that 
a no-contest provision was always 
Operative, but more recent decisions 
have modified’ this rule. It has been 
held good as to real property but void 
as to personal property unless the testa- 
tor also made a gift over, that is an 
alternative bequest of the property 
which the contestant had forfeited. A 
general residuary clause has been held 
sufficient to constitute a gift over. 

The American rule seems to be that 
whete a contest is made on fair and 
reasonable, grounds the forfeiture of 
yenefits will not be enforced in case-of 
ailure of the contestant to prove his 
vase. A comparatively recent decision 
xy the highest court in Connecticut 
ays: 

“No arbitrary rule meets well the 
ases likely to arise under this head, 
yut circumstances ought to influence 
onstruction.” 


What Constitutes a Contest? 


On the question of what constitutes 

contest I think there can be no doubt 
hat the filing of objections is a viola- 
ion of the no-contest condition. Even 
hough they may be subsequently 
nithdrawn and not prosecuted, they 
ay accomplish the purpose of forcing 
settlement with the contestant and 
) this extent defeating the purpose and 
rill of the testator; but the mere asking 
yf a construction of the will would not 
¢ a contest. It sometimes happens 
aat the real meaning of words used 
y the testator is so obscure or uncertain 
at the executor or some person inter- 
sted in the will deems it necessary to 
sk the court to construe the doubtful 
rovision. Such a request for construc- 
on unaccompanied by objections to 
7obate would not work a forfeiture 
ader the no-contest clause. 
‘The rights of an infant beneficiary 
ould generally not be affected by the 
ing Ef, objections by a special guardian 
‘the infant in the discharge of his 
ity. 

This paper may well conclude with 
Lapt quotation from the Connecticut 
‘cision in a will contest above referred 
, which says—“‘If one has used the 
achinery of the law by competent 
ethods and designed to overthrow the 
Ptessed wishes of the testator, this 
aounts to a contest, and the fact that 
€ contest is waived before the actual 
termination is not conclusive, as such 
tion may and is intended to produce 
compromise.’’ This seems to be a 
mplete answer to the question before 
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Tax Prevention 


le is impossible to estimate the amount 
of federal income and profits taxes 
that could have been saved to taxpayers 
had they determined beforehand, from 
accountants who are familiar with the 
income tax laws, the income tax effect 
of proposed transactions. Two cases 
will be cited. 

In 1917, a corporation decided to in- 
crease its outstanding capital stock. A 
plan was put through, under which a 
anew corporation was formed, and the 
old corporation sold its business to the 
new corporation in return for all the 
authorized stock in the newcorporation. 
The old corporation had a capitaliza- 
tion of $50,000 of common stock and 
surplus of about $50,000. The new cor- 
poration issued $100,000 of preferred 
stock and $50,000 of common stock to 
the old corporation in consideration for 
the sale of the business. The old cor- 
poration then was dissolved. The 
stockholders of the old corporation 
turned in their stock and each received 
$100 par value of common stock and 
$200 par value of preferred stock in the 
new corporation for each $100 par value 
of stock which he had held in the old 
corporation. 

The actual value of the stock of the 
new corporation was exactly the same 
after the sale as the actual value of the 
stock of the old corporation immedi- 
ately before the sale. Nevertheless, the 
Commissioner of Internal Revenue de- 
cided that the transaction gave rise to 
taxable income under the income tax 
law then in force, and a tax of upwards 
of $35,000 was assessed on the old cor- 
poration. Had the company consulted 
its accountant before the plan was car- 
tied into effect, the accountant could 
have pointed out the income tax effect, 
and the plan could have been modified 
in such a way that there would have 
been no tax. 

In 1921, the members of a partner- 
ship interested outside capital in their 
business. Under the plan adopted, the 
new interests formed a corporation, 
contributed $500,000 in cash, and paid 
the expenses of formation of the corpor- 
ation. Thereafter, the members of the 
partnership transferred their property 
over to the corporation in return for 
stock in the corporation. The transac- 
tion gave rise to approximately $200,000 
of taxable income to the members of the 
partnership. ae 

The Revenue Act of 1921 provided 
that no gain or loss would be recog- 


IAN 


nized if property was turned over to a 
corporation by one or more persons 
solely in exchange for stock or securities 
in such corporation, and if immediately 
after the exchange such person or per- 
sons were in control of the corporation. 
The members of the partnership did not 


‘control the corporation as required by 


the law in order that the transaction 
might be non-taxable. 

Upon audit of the partnership books 
several months later, the firm’s auditor 
learned of the transaction. He called 
the partners’ attention to the tax effect, 
but it was then too late to remedy the 
matter. The accountant showed that 
had the partners formed the new cor- 
poration and transferred their property 
to the corporation for stock, the trans- 
action would have been non-taxable. 
Thereafter, the outside interests could 
have bought stock for the $500,000 cash 
and could have reimbursed the partners 
individually for the expenses incurred in 
forming the corporation. In this way the 
same result could have been accom- 
plished with a saving to the members of 
the partnership of the tax on the $200,- 
000 of income. 

Other instances of similar nature 
could be mentioned. Sufficient has been 
said, however, to indicate the impor- 
tance of securing the opinion of compe- 
tent advisors in respect to tax effects be- 
fore undertaking any important business 
transaction that is out of the ordinary. 


Prizes for Cost Essays 


Clinton H. Scovell, senior partner, 
of Scovell, Wellington and Company, 
accountants and engineers of Boston, 
and president of the National Associa- 
tion of Cost Accountants, recently 
made a gift of $1,500 to the Association 
to be disbursed under the rules of a 
ptize essay competition. The subject 
of the essay is, ‘“The Presentation of 
Costs for Executives, or Executive Use 
of Cost Data.”’ The time limit for sub- 
mission of manuscripts is noon, Satur- 
day, May 15, 1926. The prizes are: 
first, $750; second, $400; third, $200; 
fourth, $150. The pas akg open to 
members and juniors of the Association. 


Trouble in Jersey 


AN long since there was a con- 
spiracy of the slaves here (New 
Jersey) upon Raritan River to murder 
all the White People: But ye Plot be- 
ing discovered, one was hanged, & the 
others were punished.’’—From the Brit- 
2sh Monarchy, subdivision dealing with The 
American Colonies, October 1, 1743. 


Distribution of Sales by Quantities 


Unit Rates as Applied to Quantity 
Totals 2 New and Interesting Form 
of Sales Record 2» Illustrative Entries 


e 
ae 
> 


sales book, which is usually of a 

standardized form, can afford much 
novelty in design or ruling. Neverthe- 
less, a sales book that differs materially 
in certain respects from the sales book 
of the ordinary type is described in this 
article. 


'E IS not easy to conceive that the 


This sales book was designed by a 
certified public accountant for a concern 
dealing in approximately twenty-five 
different products, each of which it 
manufactures. Each product is sold at 
a standard price. This price is quoted 
to every customer, but if special prices 
are allowed any favored customer, the 
customer is granted a trade or jobber’s 
discount. 


The sales book is shown in Form 1. 
Provision is made, it will be noted, for 
invoice number, date of invoice, name 
of customer, net amount of invoice, and 
trade discount. The nature of each of 
these columns is readily understood, 
except possibly the nature of the column 
designed to receive the net amount of 
invoice. This amount is the gross 
amount of the invoice computed at the 
standard sales prices, less the amount of 
trade discount. The amount of the 
trade discount is entered in the last 
column enumerated. 


In respect to the items mentioned, the 
sales book differs little from the ordin- 
aty type of sales book—the only im- 
portant point of difference, in fact, is 
the provision for the insertion of the 
trade discount. In addition to the 
columns mentioned, however, the sales 
book provides a number of distribution 
columns. It is these distribution 
columns that give rise to the peculiar 
nature of this sales book. 


A column is provided for each class of 
merchandise handled. The quantity 
sold is entered in the appropriate 
column, and not the money value. At 
the month end, the columns in the sales 
book containing the net amount of the 
invoice and the trade discount are 
footed. The total quantity of each 
item is also ascertained through sum- 
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mation of each of the distribution 
columns to which the quantities were 
extended. The money value of the 
sales of each class of merchandise is 
ascettained by multiplying the unit 
sales price by the quantity of the par- 
ticular kind of goods. Thus, if the 
column for merchandise of Class 1 
shows aggregate sales of 200 units, and 
if the sales price is 75 cents per unit, the 
money value of the total sales for that 
class of merchandise is ascertained as 
$150. The total money value for the 
sales of each class of merchandise is 
inserted in the appropriate money 
column. 

Posting is then made to the general 
ledger. The effect of the posting, stated 
in journal entry form, is as follows: 


Accounts. receivable control (for 
total of net amount of invoice 
column). 2... ..... ... eee. 

Trade discount allowed Cfor amount 

of trade discount column)...... 
To Sales, Merchandise r....... 
Sales, Merchandise2....... 
Sales, Merchandise 3....... 
BtG etc: 
For sales for month, per sales book. 


A further use of the sales book is 
made by the concern under discussion. 
The concern manufactures its product. 


Net 
Iny. Date Customer Amount 
No. of 
Invoice 


*NOTE: Each column is for a particular class of merchandise, 
which is designated by the number at the top of the columa, 


Form 1 


we | 


When the product is delivered from the 
factory to the shipping room, a delivety| 
report is made out, which shows the 
quantity delivered, the unit cost price, 
and the total cost value. At the enc 
of the month these delivery report: 
ate summarized in order that the total 
cost of production completed may be 
known. On the basis of the summary 
figures, a journal entry is passed 
follows: 


Finished stock control............. 

To Sundry factory costs of produc- 

tion (the specific accounts are 

not shown in thisentry)...... 

For total cost of production of goods 

completed during month and sent 
to stockroom during month. 


A card is set up for each class of 
merchandise delivered from the factory, 
The details as to date of delivery to the 
stock room, delivery report number, 
unit cost price, and total value are 
posted as debits to the appropriat 
stock cards. _ 
~ At the end of the month, the stoel 
cards are consulted and the unit co 


prices are determined. The quantities 
shipped out of the stock room, 4s 


q 


shown by the columns in the sales boo 
in which the quantities are recorde 


Trade 
Discount 


Quantity Sold* 


e 


are multiplied by the unit cost prices to 
determine the cost of goods sold. The 
cost of goods sold is ascertained with 
respect to each class of merchandise, 
and on the basis of these figures a 
journal entry is formulated as ae 


‘ost of goods sold, Merchandise 1.. xx 
Cost of goods sold, Merchandise2.. xx 
Cost of goods sold, Merchandise 3... xx 
te., ctc. 
To Finished stock control....... xx 
For cost of goods sold. 


_ The details as to month, quantity, 
unit cost price, and total cost value of 
each class of goods sold during the 
month are then posted to the credit 
side of the appropriate stock card. At 
the end of the month the quantity 
balance shown by the stock card should 
be in conformity with the quantity of 
the class of merchandise represented by 
the card. The balance shown by the 
stock card is checked with the actual 
stock, determined by inspection and 
count of the goods on the shelves. In 
this way, adequate stock control at 
monthly intervals is obtained. 

At the end of the month, a schedule 

is drawn off of the money balances 
shown by the various stock cards. The 
stock cards are, in fact, a subsidiary 
ledger supporting the finished stock 
control account, and the total of the 
schedule mentioned is reconciled at 
monthly intervals with the balance of 
the finished stock control account. 
_ The form of sales book illustrated 
nas the advantage over the ordinary 
form of sales book, in which money 
umounts of sales are extended to classi- 
ication columns, in that information 
‘especting the quantities sold, as well 
is the money value of the sales respect- 
ng each class of merchandise, is avail- 
ible. 

_ The form of sales book mentioned is 
lot applicable to all types. of concerns, 
yut only to those concerns which sell a 
imited number of types of merchandise, 
ind at standard prices. It would not be 
wacticable to determine the dollars 
ralue of the sales of any class of mer- 
thandise if the sales were made at 
ratying prices for various lots, unless, 
S in the illustration given, the mer- 
handise is billed at a standard price, 
nd the adjustment of the price is made 
hrough a trade discount or other simi- 
at account. 


"AUL G. HAROTH, Class E-502, Bos- 
on Pace Institute, has transferred his 
fice to 456 Park Square Building, 
yoston, for the public practice of 
Ccountancy. 
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Witiram H. CoapMan 
Controller, Durant Motor Company 
of Michigan 

ONTROLLER of the Duran; 

Motor Company, you say? Tha 
15 quite a position, is it not—a posi- 
tion entailing a varied experience as 
well as a broad knowledge of ac- 
countancy principles? 

Yes. All these things and more are 
true. To fill successfully the office 
of controller of a large corporation 
such as the Durant Motor Company 
of Michigan, is a big order. As one 
of its major executives, he must have 
the ability to organize, to assemble 
facts, to manage employees, to draw 
sound conclusions. He must be able 
to visualize the future of his company 
on the basis of present facts. He 
must be able to coordinate the finan- 
cial aspects of operations. He must 
maintain at all times the perspective 
of the chief executive. The position 
is one of control and supervision— 
4 position of vital importance in the 
set-up of the modern organization. 

Long experience in varied lines of 
work and a thorough training in the 
principles of modern business and 
accounting are necessary to prepare a 
man for an executive position of this 
kind—to assure an ability to cope 
with the vital problems that are 
sure to arise. 

Mr. William H. Chapman, con- 
troller of the Durant Motor Company 
of Michigan is especially qualified 
to fill his position because of his wide 
experience and his technical study 
at Pace Institute. 
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Work Procedure in 
Examinations 


Ie examinations in practical ac- 
counting set by the various C. P. A. 
boards of examiners and by the Ameri- 
can Institute are designed to test candi- 
dates in that most difficult of all things 
—the application of theory to a state of 
facts. It is not strange, therefore, that 
the subject of practical accounting is the 
most difficult one with which theC.P.A. 
candidate has to cope. 

Probably one of the chief.causes for 
failure on the part of candidates is the 
lack of a technical work procedure by 
which the detail incident to the solution 
is handled accurately and rapidly. A 
candidate often spends a large part of 
the allotted time in wandering aimlessly 
through the facts of the problem. He 
may retrace the same steps a number of 
times. He may become so involved in 
computations and other detail that he 
overlooks major matters of theory. He 
thus becomes hurried and confused, and 
his paper gives evidence of his lack of 
seasoned accounting ability. 

These unfortunate results can be 
avoided by the development of system- 
atic work procedures. The accountant, 
in practice, finds it necessary to develop 
a technical work procedure and the de- 
velopment of such a method in connec- 
tion with the solving of problems, as an 
incidentto preparation for an examina- 
tion, will be found equally beneficial. 

Many problems require the prepara- 
tion of a balance sheet or an operating 
statement, or both, on the basis of a 
given statement of facts. Under such 
circumstances, it is usually preferable to 
make and submit journal entries for the 
adjustments, even though journal entries 
may not be required. The examiner 
who rates the paper is, through the 
medium of journal entries, enabled to fol- 
low step by step the development of the 
solution by the student. If the problem 
calls for statements only, and an error 
occurs in a statement, the examiner can 
trace the reason for the error by refer- 
ence to the journal entries, and can de- 
termine the proper number of points that 
should be dance for the error made. 
If the journal entries are not submitted, 
the examiner frequently has little or on 
chance to gauge the seriousness of the 
error and is quite likely to penalize with 
severity. Furthermore, the candidate 
himself is able to think more clearly 
if he reduces each step to technical ac- 
counting form, and he is thus able to 
prevent errors and to correct errors that 
he may have made. 


Accepts Appointment as Instructor at Yal : 


Former Institute Student will teach Accounting at University 


in Fall «2 ROBERT S. Conmise: Pace 


R ROBERT S.CORNISH will teach 
accounting in Yale University 
next year. This arrangement is quite 
as it should be, for Mr. Cornish has 
the academic background of a Yale 
man, the technical Accountancy train- 
ing of a Pace Institute man, and prac- 
tical experience in the subject he is to 
teach. Let us tell you-more about Mr. 
Cornish, who completed his course at 
Pace Institute .in 1920, and who will be 
one of the three instructors having the 
responsibility next year of teaching the 
Yale undergraduate the principles and 
practice of the language in which 
modern commerce expresses itself. 

Mr. Cornish was graduated from Yale 
in 1916 with the degree of Bachelor of 
Arts. While at Yale—good old Yale— 
he distinguished himself not only in 
athletics, but also in his studies and 
social activities. He was elected to 
Phi Beta Kappa because of his unusually 
fine record in the classroom. He be- 
came a member of Beta Theta Pi and 
the Elihu Club, and sang in the choir 
and the Apollo GleeClub. Inathletics, 
Mr. Cornish won a place on his class 
ctew—a coveted athletic honor. 

Shortly after Mr. Cornish was gradu- 
ated from college, the United States 
entered the World War. He enlisted as 
a seaman in the United States Naval 
Reserve Forces and underwent six 
months’ coast patrol duty. Next he 
was sent to the U.S. Naval Academy 
at Annapolis and spent three months 
in the Reserve Officers’ Training School. 
He was awarded the Commission of 
Ensign, U. S. N., and was attached to 
the U. S. S. Dakota until his discharge. 
Like many other university men, Mr. 
Cornish was able to prepare for a com- 
mission in a comparatively short time. 

After the war was over and he had 
been discharged from the Navy, Mr. 
Cornish decided that a more practical 
knowledge of modern business methods 
than he had, was necessary. Accord- 
ingly, he took advantage of the offer 
made by the Veterans’ Bureau to study 
accountancy, and investigated the work 
of Pace Institute. He enrolled and com- 
pleted six semesters’ work by May of 
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1920. The fundamentals of accountancy 
and business administration in which 
he was schooled at Pace Institute were 
supplemented by two years’ actual ac- 


Rosert S. CornisH 


counting work with several well known 
New York corporations and account- 
ancy firms. He was employed as junior 
accountant by Price, Waterhouse & 
Company, and by Pogson, Peloubet & 
Company, and he also did work for the 
Radio Corporation of America. 

In addition to the technical study he 
undertook at Pace Institute, Mr. Cor- 
nish obtained his M. A. degree in 
economics from Columbia University 
Graduate School after studying one 
year (1923-24). In order to supplement 
his already broad knowledge of ac- 
countancy and allied subjects, he: at- 
tended the Harvard University Summer 
School in 1925. 


Institute, 1920 


For the past two years, Mr. Cornish 
has, in a measure, been “‘cashing in” 
on his long years of study and research, | 
He has been an instructor of economics | 
at the University of New Hampshire, 
in complete charge of all classes and 
room schedules in the liberal arts. 
During his stay at New Hampshire he 
has taught the following subjects: 
elementary economics, elementary ac 
counting, corporations and the trust 
problem, European economic history 
and commerce, and United States eco- 
nomic history and commetce. z | 

Although Mr. Cornish undertook the 
study of accountancy at Pace Institute | 
with teaching in view—a different 
object from the one held by most Pace 
students—his success has been quite as 
phenomenal as any of them. Starting: 
with his four years of under-gradua 
work at Yale, followed by practical 
four years special work at Columbi 
Harvard, and Pace Institute, Mr. Cornish 
has laid a broad and sound base for a 
productive career of teaching—teachi 
of a sort that has been neglected or, 
best, prepared for, in the majority of 
instances, in a mediocral and haphazar¢ 
way. His attainments in teaching a 
study augur well for the welfare of th 
students who will receive at his hands 
no small part of their preparation fot 
the practical affairs of life. s 


Public Speaking Club | 
Dinner ) 


[Been members and guests of | 
the Pace Public Speaking Club at 
tended a dinner given to the graduating 
members of the Public Speaking classes 
of Pace Institute at the Planters Restau- 
rant on Wednesday night, February 24, 
at 6 P.M. = 

William Weber, a graduate of Pace 
Institute, New York, acted as toa 
master. After a good dinner, well 
served, he introduced the different 
5 ety in a manner that would ha 

one credit to a speaker of lon 
experience. 


M. C. Smithson, of the faculty of 
Pace Institute, and the guest of honor 
at the dinner, gave acceptable words of 
advice to the members and guests. Sev- 
eral points he made are well worth re- 

ating. He advised that the audience 
should be kept in suspense, that some- 
thing be held in reserve with which to 
surprise them later on. Such tactics 
tend to sustain interest, whereas if the 
speaker lays bare the whole idea at the 
beginning of his talk the audience will 
lose interest. 

Jokes and humorous anecdotes, said 
Mr. Smithson, are an important though 
secondary part of a public speech. They 
may be used to feel out the audience—to 
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see if it is in a good mood. By telling a 
funny story, which does not take much 
conscious effort, the speaker, at the 
same time, can be planning the outline 
of his talk. 

Following Mr. Smithson’s talk each 
person present spoke a few words on 
some topic of general interest or about 
the organization of the Public Speak- 
ing Club. 

The following people were present: 
Mary Chambers, Marion McKenzie, 
William Weber, John Purtill, Manuel 
Muniz, Milton Ganly, Vincent Wana- 
maker, Oscar Madsen, Jerry Faber, H. B. 
Ward, William Taylor, M. C. Smithson, 
and Tarras Sallfors. 


The Vocational Ultimatum 


JUST how successfully does each 

teader of The Pace Student handle 
the vocational crises which occur in his 
setsonal affairs? By a ‘‘vocational 
stisis’’ is meant such a crisis as arises 
when a man loses his position and must 
itart out to find another, or possibly 
vhen he has a serious negotiation with 
us employer about compensation. No 
me knows better than the writer, by 
eason of his long experience in making 
dlacements, how very real one of these 
tises may be, and how very serious 
‘incident conferences between hus- 
yvand and wife may be because of ever 
essing demands for rent, and food, 
md clothes, and other personal and 
amily necessities. 

The vocational ultimatum should 
ately be used in any conference be- 
ween an employer and employee. The 
vord “‘ultimatum,’’ as you know, is 
fined to mean a ‘“‘final proposal or 
tatement of conditions.’’ When there 
3 a difference of opinion between two 
ations, there are negotiations or ‘‘con- 
etsations’’ between the representatives 
f the two countries, and if the differ- 
ces are of a serious character and no 
nderstanding or agreement can be 
eached, the last resort is for each 
Ountry to issue what is known as an 
ultimatum.”’ An ultimatum is usually 
Ot open to argument. and the attitude 


| Logical plan for negotiating vocational 
problems 2 Vocational Ultimatum the 
last resort 2 How not to ask for a“vaise’ 


of the country issuing it is that the 
other country will have to take the 
proposition or leave it, as the case 
may be. If the country receiving the 
ultimatum does not back down and 
accept its terms, war usually results. 
Now, an ultimatum, as you can easily 
see, is about the last resort in negotia- 
tions, and usually immediately pre- 
cedes the breaking off of friendly rela- 
tions between two countries. 

In vocational matters, strangely 
enough, an employee often starts his 
negotiations by issuing an ultimatum 
to his employer. The employee will 
think over his own status, the amount 
of salary he receives, the nature of his 
work, the fact that other people have 
been promoted, and the like, and often- 
times he comes to a dissatisfied state of 
mind. He may talk the matter over 
with members of his family, and con- 
sider it off and on for weeks or months 
without mentioning the subject to his 
employer. When he finally gets ready 
for a conference he will have fought 
imaginary battles with his employer, 
will have had his demands—in imagina- 
tion at least—turned down, and will be 
in the same mental state as the diplo- 
mat who has no recourse left but the 
ultimatum. 

The employee's ultimatum usually 
is to the effect that he must have a cer- 
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tain increase in salary or that he will 
leave. It amounts to a “‘leave it or 
take it’’ proposition. No self-respect- 
ing employer likes to concede a point 
on such a basis, and in many instances, 
without any real reason, an employee 
Sactifices a vantage point obtained by 
many years of faithful and efficient 
service because of this error in opening 
the discussion of vocational matters. 

Once in a while an employer is so ill- 
advised as to treat with an employee on 
a similar basis. There may be some- 
thing in an employee's work which has 
annoyed the employer for a long period 
of time. He may have thought about it 
without mentioning the matter specifi- 
cally, until, under provocation, he is 
led to tell the employee that he must 
cease doing. the thing under pain of 
dismissal. This sort of ultimatum is 
less usual than the one used by the 
employee, although there are still 
plenty of employers of the old type who 
try to obtain loyalty and support by 
threats, rather than by aman of one 
kind or another. Under such conditions, 
the employee must either sacrifice his 
self-respect or resign, and oftentimes 
an employer loses an employee of long 
experience who can ill be spared. The 
net result of such a change is the sub- 
stitution of an untrained person with 
little or no lessening of operating ex- 
pense. 

You are familiar, no doubt, with 
matters of this kind, and I need not give 
further illustrations. My suggestion 
tonight, based upon long experience in 
placing men and women in positions 
and in giving vocational advice, is that 
there is no reason in the world why an 
employer and an employee should not 
occasionally sit down and talk over, in 
a friendly and helpful sort of way, the 
vocational relationship. Unless there 
is real reason to consider leaving, the 
employee, in these discussions, should 
keep entirely away from the suggestion 
that he wishes to leave his employ- 
ment, inasmuch as the maintenance of 
a feeling of loyalty to the job is essen- 
tial to the best working out of the rela- 
tionship of employer and employee. 

Vocational crises, therefore, should 
be avoided so far as possible by friendly 
conference. The vocational ultimatum 
should rarely be invoked as a means of 
settling a difference of opinion between 
employer and employee. In place of 
the ultimatum, friendly discussion 
should take place with respect to a 
problem in which the economic inter- 
ests of the parties to the discussion an- 
joint and mutual, rather than antagore 
istic. 
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Officers of Alumnz Assoczatzon 1 


Here they ave—four, count them, four—the officers who will guide for the ensuing year the deste- 
nies of that great and growing society of graduate accountants—the Pace Alumni Association. 
They are, these four, from left to right: Arthur S. Swenson, C. P A. (N. Y.), president; 
Oscar J. Youngsberg, first vice-presedent; Joseph Sussman, C. P. A. (N. Y.), second vace- 
president; F M. Schaeberle, C.P A. (Ohio), executive secretary. Read below of thetr election. 


the State of New York, as the 


Le H. POUNDS, treasurer of 
guest of honor at the regular 


March meeting of the Pace Alumni. 


Association, gave a very interesting 
talk on the subject of state finances. 

Mr. Pounds spoke of the manner 
in which the money necessary for the 
proper administration of the state 
government is collected. According to 
Mr. Pounds, the New York State Tax 
Commission has complete charge of 
collecting the different taxes and levies, 
including the income tax, the motor 
vehicle taxes, the taxes levied upon 
corporations, which comprise in all 
three-fourths of the revenues of the 
state. He described in detail also where 
the remaining one-fourth is collected. 
Mr. Pounds’ description of the dis- 
bursement of the state moneys and the 
methods of checking them were espec- 
ially interesting to the alumni as ac- 
countants because of their interest in 
matters of accounting and control. 
Funds, he said, were disbursed only 
upon warrant of the State Comptroller, 
signed by the State Treasurer, and 
countersigned by the Comptroller. 

To safeguard the state money, it is 
deposited in various community banks 
throughout the state. In this connec- 
tion he told of the State Treasurer's 
duties in holding special funds such 


as the Teachers’ Retirement Fund and 
the State insurance deposits. 


In addition to his comprehensive 
outline of the financial system of the 
state of New York, Mr. Pounds told 
about the state and city debt services 
and the trend of financing policy of 
these civic units. At the conclusion 
of his talk, he answered a number of 
questions asked by the alumni. Al- 
though his subject was of a highly 
technical nature, he made it generally 
interesting and instructive by the use 
of many simple illustrations. 


Besides listening to the speech of 
Mr. Pounds, the association had time 
to hear the financial report of the 
executive secretary, and to conduct 
the annual elections. At the request 
of Vice-President Swenson, who was 
conducting the meeting in the absence 


Alumni Notice 


William H. West, President of the Ameri- 
can Institute of Accountants, will address the 
next Luncheon Meeting of the Pace Alumni 
Association. 

Make your reservation to-day for a place at 
this Luncheon—the last one until September— 
Saturday, April 17th, at 1.30 p. m. 


F. M. ScHagBErez, 
Executive Secretary 


Pounds’ talk, to say the least, was a 
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| 

of President Mendes, Mr. Bulin con-|} 

ducted the voting. The regular ticket, || 
ey 
a 


nominated by the nominating com 
mittee, was elected without exception. | 


The officers and governors for the ensuing 
year are: President, Arthur S. Swenso ny | 
C. P. A. CN. Y.); first vice-presideniag 


Oscar J. Youngberg; second vice-prest 


seven governors to serve for one yeal 
are as follows: G. H. Coppers, class of | 
‘25; Mrs. Florentine D. Goodrich, | 
class of '16; F. J. Haller, class of “2am 
E. O. Kallman, class of '23; Joe Myer, 
faculty representative; E. Talvensaari, ||| 
class of 19 and faculty pe aan 
and Harry Weinstein, class of ‘25. | 
Under the articles of the Constitution, | 
the two retiring officers, namely, Henry) 
E. Mendes and John H. Bulin, Jr., be= | 
come ex-officio members of the board }j) 
of governors, with full powers of pat 
ticipation in management. Va 
This meeting, which was. one of the 
most enjoyable of the year, was vety 
well attended. The dinner was goo 
Joe Myer did his stuff; the elections 
were held in record time; and Mf 


gteat success. The next meeting, whic 7 
will be held on the 17th of April, will 
be the last one until next fall. . 
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Palifornia Pace Men 


ACE students and graduates are 
found wherever accounts are kept 
i financial results stated. It’s a great 
raternity—this group of a hundred 
housand men and women who have, 
@ one city or another, taken part or 
Il of the Pace course in Accountancy 
nd Business Administration. 

Nowhere are Pace men more pro- 
uctively engaged in the public or 
wivate practice of Accountancy: than 
m the Pacific coast. Here’s a partial 
ist of them recently published by the 
an Francisco Institute of Accountancy 
-a big and successful private school of 
wecountancy giving the Pace course: 


W. S. Artexanper, Auditor, California Pacific 
itle Insurance Co., San Francisco, Calif.; Eowarp 
. Atexy, c. Pp. a., San Francisco, Calif; Joan D. 
RETHAUER, C. P. A., Berkeley, Calif.; Coartzs H. 
Rrown, Auditor and Office Manager, Schwa- 
acher-Frey Stationery Co., San Francisco, Calif.; 
RED. D. Buttock, c. Pp. a., Member of the firm, 
ullock & Kellogg, Certified Public Accountants, 
an Francisco, Calif.; Caartzs D. Cuasg, c. P. A., 
artner—Chase & Whifler, Accountants and Aud- 
‘ors, San Francisco, Calif.;O. F. Cayton, c. P.A., 
lakland, Calif.; G. W. Coreman, Pacific Coast 
uditor, Westinghouse Electric & Manufacturing 
0., San Francisco, Calif.; Davin A. Darr, Chief 
ccountant, J. B. Colt Co., San Francisco, Calif.; 
.. W. Dotr, Assistant Auditor, Alexandria Hotel, 
os Angeles, Calif.; Pairtres A. Dunrorp, Office 
anager, Jones Bros. Asbestos Supply Co., Inc., 
an Francisco, Calif.; H. W. Ewin, c. p. a., San 
tancisco, Calif.; J. E. Gatz, Manager, Geo. W. 
urt, Distributing Co., San Francisco, Calif.; D.R. 
‘ARPER, Chief Accountant, Oakland Title Insur- 
ace & Guaranty Co., Oakland, Calif.; Gzorcz 
IASCH, C. P. A., San Francisco, Calif.; H. A. Ke- 
dGG, c. P. a., Member of the firm, Bullock & 
ellogg, Certified Public Accountants, San Fran- 
sco, Calif.; Atten C. Kina, Chief Clerk, Western 
igar Refinery, San Francisco, Calif.; P. H. Lzsure, 
uditor and Credit Manager, Alexandria Hotel, 
os Angeles, Calif.; G. L. Morrison, Office Man- 
ger, Acme Ice Cream Co., San Francisco, Calif.; 
gas. N. Paruigr, c. p. A., Oakland, Calif.; P. H. 
gittips, Chief Accountant, Associated Oil Com- 
iny, Avon Refinery; L. T. Prentice, Auditor, 
fontgomery, Ward & Co., Oakland, Calif.; 
incent G. Ryan, Office Manager, Lee Tire & 
abber Co., of N. Y., San Francisco, Calif. 


Irigin of Double Entry 


a HE origin of bookkeeping, likethat 
‘4 of most other useful arts, is in- 
dlved in great obscurity. It is gener- 
ly supposed to have been first prac- 
ced at Venice in the fifteenth century, 
hen that city was the grand Emporium 
{ Europe. Some writers, however, 
uunk that Double Entry was known 
» the ancients, and revived only in 
aly with the revival of commerce; 
id several passages are quoted, which 
tow that the ancients entered the re- 


ceipts and payments of money on op- 
posite pages, in the way of Debtor 
and Creditor; but nothing beyond 
Single Entry can be inferred from this 
practice: Nor is it probable that any- 
thing more was wanted in the rude and 
simple state of ancient commerce. In- 
surance, Bills of Exchange, and other 
modern improvements, demanded, and 
in all probability, produced, corre- 
spondent improvements in the mode of 
keeping Accounts; but that which 
places the subject in the clearest light 
is, that none of the technical terms of 
Double Entry are to be found in the 
ancient langugages, but appear to be 
immediately derived from the Italian, 
as adopted in the other languages of 
Europe. 

‘The nature of Bookkeeping admits 
of various conjectures with respect to 


ay 


its origin. The double purpose of a 
Bill of Exchange, and the manner of 
recording the same, might have very 
naturally suggested the idea of Double 
Entry; the principle might have been 
even deduced from the Axioms of Eu- 
clid, or the properties of an Algebraic 
Equation; and the first European who 
translated Algebra from the writings 
of the Arabians, is also supposed to 
have written the first Treatise of Book- 
keeping. It was published in the 
Italian langugage at Venice about the 
year 1495, by Lucas de Burgo, a Friar, 
who likewise wrote several useful 
works on Mathematical subjects.’’— 
From ‘The Elements of Bookkeeping,” 
Comprising a System of Merchants Accounts 
founded on Real Business, by P. Kelly, 
Master of Finsbury-Square Academy, Lon- 
don, published in Philadelphia, 1803. 


What do you Read and Why? 


pay give consideration, reader of 
The Pace Student, to a few inter- 
rogatories with respect to your reading. 

How much time do you give to 
reading each week? 

What do you read? 

Are you well-informed on current 
events and able to hold your own in 
business conferences and in social 
gatherings? 

Do you follow, are you now follow- 
ing, the strategy of the commercial 
nations of the world, as they move the 
rubber, and coffee, and other products 
back and forth upon the ee 
of world trade and commerce? 

Was Hoover justified in blocking, 
in this country, the $50,000,000 financ- 
ing of the Brazilian coffee merchants, 
and was it good business to allow 
English interests to make the loan? 

Is the stock market, in the opinion 
of the best informed, off to another 
general advance in Prise. or is it work- 
ing around to a dull and uneventful 
summer season? 

Do you fit the details of your own 
business into the general scheme of 
world and national finance, or do you 
go ahead on the assumption that your 
business affairs are entirely unrelated to 
finance in general? 

Do you keep in touch with develop- 
ments in the scientific world—with 
explorations, discoveries, inventions, 
and research work in biology and 
medicine? 

Do you select the books you read 
with the idea of building up your 


knowledge, of adding to your cultural 
background? 
Do you read biographies, books of 
travel, and histories, as well as fiction? 
Do you limit yourself in reading 


‘fiction to current fiction, or do you 


work in a bit of Stevenson, Dickens, or 
Scott, as you move along in your reading 
program? 

A thousard questions and more of this 
general character could be asked of you. 
In all probability you could not show 
anything more in the way of a reading 
program than mere drifting along on 
the basis of reading a favorite news- 
paper, a favorite magazine or two, and 
the haphazard reading of current fiction. 

Here is a suggestion for the better 
utilization of the hours you devote to 
reading—a suggestion of a very prac- 
tical sort. 

Make a time study of the amount and 
character of your reading. You can 
use for this purpose a small memoran- 
dum book in which a page can be 
allotted to each day of the week. 
Begin in the morning and set down the 
name of your morning paper, and the 
minutes given to reading at breakfast 
or on the way to work. Indicate the 
time given to reading sensational news, 
financial news, and news of a political 
and scientific interest. Do the same 
with respect to the time spent on your 
evening paper. 

If during the day you read magazines 
or other periodicals, follow the same 
plan, noting the name of the periodical 


'and the general character of the ma- 
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terial you read. In this instance you 
would need to add a classification for 
fiction, and another for travel, humor, 
and poetry. Notation should also be 
made of the time you give to the reading 
of books, study, and the like. 


Keep the procedure up for at least a 
week. A single week, of course, is a 
short term, and your time study is not 
likely to give you a complete view of 
your reading, especially with respect 
to magazines and books. However, 
if you carry out this scheme for seven 
days, including particularly the time 
given to reading on Sunday, you will 
have some idea of the time you ac- 
tually use in reading, and some idea 
of the character of the material read. 


At the end of one week you may have 
facts enough in hand to enable you to 
shape up a little better reading program 
for the second week. If so, plan your 
reading a little more definitely and con- 
tinue with the time study, noting 
whether you increase the time, and also 
whether you are able to make a better 
selection of material. 


If any reader will thus proceed to 
make a study of his reading, and will 
then improve his program on the basis of 
the facts he develops, he will find that he 
is making steady gains in. knowledge, 
and in the ability to handle his social 
and business affairs. He will be able 
to give a better account of himself in 
conversation and in business confer- 
ences, and he will at all times have in 
hand material that can be used for talks 
or addresses if he has opportunity for 
such talks in fraternal or business or- 
ganizations of which he is a member. 
He will organize, in the course of time, 
the literary atmosphere of his own 
home, making a more intelligent selec- 
tion of newspapers, magazines, and 
books for his family. If he has chil- 
dren in school, a greater coordination of 
educational and literary interest will 
soon be in evidence in the home circle. 


The problem of personal development 
and success is very largely a matter of 
substituting careful planning for hap- 
hazard drifting. It does not matter 
whether it is the development of your 
ability to earn more income, to control 
better your expenditures, to become 
better informed, or to attain some other 
desirable objective. No matter what 
your aims may be you can’t hope to 
drift to success and happiness in this 
modern world of ours in which pro- 
ductive effort is organized and planned 
and controlled to a degree hitherto 
unknown. 


High School Lecture 
Service 


ee last December, lecturers pro- 
vided by the lecture bureau service 
of Pace Institute have addressed more 
than sixteen thousand high school 
students. The audiences have varied 
from senior classes of fifty students to 
general assemblies of twelve hundred 
and more students. 

The list of speakers and their subjects 
are as follows: Charles T. Bryan, C.P.A., 
“Opportunities in the Public and 
the Private Practice of Accountancy,’’ 
and ‘““The Work, Rewards, and Re- 
sponsibilities of the Certified Public 
Accountants’’; Charles B. Couchman, 
C. P. A. CMo.), “Te Value of ‘High 
School Training in Business’’; Harvey 
M. Kelley, A. M., “The High School 
Graduate——Looking Forward,’’ and 
“What the Business Man Expects of a 
High School Graduate’; J. C. Myer, 
A. B., ““‘Why You Should Go to Col- 
lege,’ and “‘The Qualities of Leader- 
ship—School and Business’’; M. C. 
Smithson, A. B., LL. B., “The Ability 


Job,”’ 
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LL. M., ‘‘The Relation of Law to Busi- | 
ness Affairs and Personal Success,”’ and 
“Can You Answer These Questions?’’; 
William A. White, Jr., A. Bo) ee 
Qualities That Insure Success in the | 
and ‘‘My Value to the Business | 
Man.”’ 3 
Among the larger institutions that 
have availed themselves of this service — 
are the following New York City and _ 
other high schools: the Roosevelt | 
High School, the High School of Com- | 
merce (New York), the Bushwick | 
High School, the George Washington | 
High School, the Morris High School, | 
the Evander Childs High School, the | 
Girls’ Commercial High School, the 
Wadleigh High School, the Thomas 


Jefferson High School, the Flushing 


High School, the Bay Ridge High 
School; (outside) the Montclair, N. J. | 
High School; the New Rochelle, N. Y. | 
High School; the Hoboken, N. J. 
High School; the Mount Vernon, N. Y. 
High School; the Ossining, N. Y. High 
School, and the Kearney, N. J. High | 
School. ; 
The talks are of a vocational nature, 
and emphasis is placed upon the impera- 
tive need for sound academic education | 


to Speak Before Others—Its Relation to as a basis for business and professional - 
Business Success’; Alfred F. Upson, life. 3 
[Corporate Reorganization] = | 

(Continued from page 9) > f 


Surplus Adjustment 


As a result of the acquisition of the 
assets of the New Jersey and the Maine 
corporations, a credit balance would 
be shown in the surplus account as 
follows: 


From acquisition of assets of New 


Jetsey; Conporation ...\ Saeeeeeee a $452,957.25 
From acquisition of assets of Maine 
corporation... .... . <aaaeeewes 172,042.75 


$625,000.00 


However, the bonds of the New 
Jersey corporation were acquired at a 
$400,000 premium, and the capital 
stock of the Maine corporation was 
acquired at a premium of $125,000. 
Since the newly-formed corporation 
took over the liability for the bonds of 
the New Jersey corporation as well as 
the bonds themselves, it would not be 
entitled to carry the premium on its 
books as an asset, the bonds presum- 
ably either remaining in the treasury or 
being canceled. Accordingly, the pre- 
mium carried on the books should be 
written off. Furthermore, the capital 
stock of the Doe Manufacturing Com- 
pany of Maine was surrendered to the 


Delaware company, and it would no- 
longer be proper to carry the premium > 
on such capital stock in the books. 
Entry to write these items off is a 
follows: 


Surplus’... bee 
To Premium on first 
mortgage 8 per 
cent. gold bonds 
of The Dee 
Manufacturing 
Company of : 
New Jersey.... $400,000.0im 
Premium on capi- 2) 
tal stock of The t 
Doe Manufac- 
turing Com- 
pany of Maine. 
For writing off latter. 


The newly formed corporation was to | 
pay out $100,000 as reorganization ex- | 
pense. As this item was to be im= 
mediately charged off, (presumably 
against surplus) entry covering th 
proposed transaction would be as fol- 
lows: 


Surplus:2..:. AUaeeames 
TO cash...7.. mee 
For payment of re- 
organization expenses. 
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Balance Sheet 


The foregoing entries may be posted 
70 skeleton (T) ledger accounts. As a 
sractical matter, because of the large 
wmber of accounts that are involved, 
the use of a working sheet is to be 
sreferred. The working sheet may be 
so designed that the various classes of 
wansactions can be set up in separate 
columns and a comprehensive view of 
the progression of the entries thus ob- 
vained. 

On the basis of the balances shown 
n the ledger accounts or on the work- 
ng sheet, a.prospective balance’ sheet 
of the corporation to be formed may be 
orepared as follows: 


THE DOE MANUFACTURING COMPANY 
OF DELAWARE 


Balance Sheet as at December 31, 1925 


After giving effect to proposed reorganization 
and financing) 


ASSETS 
wrrent assets: 
Se $ 500,869.99 


Accounts receivable 801,423.13 
Notes receivable... 563,075.08 
Accrued interest... 8,434.09 
Sundry debtors.... 0,131.95 
Baventories........ 984,766.46 


$2,908,700.70 


. 700,000.00 

@euildings......... 1,104,951.82 

‘Machinery and tools 1,305 ,822.65 
Furniture and fix- 


BRS: icles ess vs 22.4,453-45 
a ee ea 
a 200,000.00 
Patterns, drawings 
and models...... 200,000.00 
Good-will........ 250,000.00 
650,000.00 
\eferred charges: 
Unexpired insurance 
premiums....... 


14,337-55 
$6,908,266.17 
LIABILITIES 


wrent liabilities: 
‘Accounts payable. .$ 684,490.53 


‘Notes payable. .... 550,000.00 
Miscellaneous ac- 
0 ee 


218,775.64 
Sree ee 8945 3266; 57 
pital liabilities: 

6 per cent first mort- 
gage gold bonds 
of The Doe Manu- 
facturing Com- 
pany of Maine... 

pital stock: 


100,000.00 


2,880,000.00 
2,475 ,000.00 
535 5,000.00 


$6,908,266.17 


Reconciliation of Surplus 

The reconciliation of surplus that is 
quired by the terms of the proposition 
ay be set forth in the following form: 
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THE DOE MANUFACTURING COMPANY OF DELAWARE 


Value of assets per balance sheet of The Doe Manufacturing 


Premium on first mortgage 8 per cent. gold bonds of The 
Doe Manufacturing Company of New il CESeyrr 


Premium on capital stock of The Doe Manufacturing Com- 


pany of Maine acquired 


Surplus on balance sheet of The Doe Manufacturing Company 


of Delaware arising through acquisition of The Doe Manu- 


facturing Company of Maine................. 


Organization expenses 


19 
oat ee cso s 1 91,003,872.26 
nates fee $6,439,922.00 
ba sranels sesne 5 879,006.99 
560,915.01 
6 Ace che 400,000.00 
960,915.01 
aes $  §2,957-25 
ec che 201,867.33 
Sto AIOE 1,450,484.66 
Secs Bees 1,420,660.08 
29,824.58 
Shee Cae 125,000.00 
— 154,824.58 
bev levaget ain 47,042.75 
100,000.00 
Sieh eerie 100,000.00 


Surplus per balance sheet of The Doe Manufacturing Company 


of Delaware........ 


General Comment 


From the viewpoint of the account- 
ant, the presentation of a so-called 
balance sheet showing financial condi- 
tion after giving effect to proposed 
transactions, or transactions that will 
occur subsequent to the date as at 
which the balance sheet is prepared, 
is not entirely satisfactory. The trans- 
actions themselves may never occur, 
and the balance sheet may get into the 
hands of persons who may be misled 
into thinking that it represents actual 
conditions. The matter was referred by 
the Council of the American Institute 
of Accountants to Institute’s Special 
Committee on Cooperation with Bank- 
ers for consideration from the view- 
point of the public accountant, with 
a view of determining the extent 
to which the public accountant should 
go in preparing and certifying to such a 
statement. 

The result of the committee’s work 
found expression in a report to the 
Council, recommending general rules 
for the guidance of members of the 
Institute with reference to the issuance 
of such statements and certificates. The 


Nil 


teport of the committee was presented 
in an article in the April, 1924, issue 
of The Pace Student. The recom- 
mendations then made by the com- 
mittee, which have since been con- 
sidered by accountants generally as 
indicating the extent to which ac- 
countants might go in connection with 
certifications of statements giving effect 
to proposed transactions, are as follows: 


“I. The accountant may certify 
a statement of a company giving 
effect as at the date thereof to trans- 
actions entered into subsequently 
only under the following conditions, 
vig 

““(a) If the subsequent transac- 
tions are the subject of a definite 
(preferably written) contract or 
agreement between the company 
and bankers (or parties) who the 
accountant is, satisfied are respon- 
sible and able to carry out their 
engagement; 

“(b) If the interval between the 
date of the statement and the date 
of the subsequent transactions is 
reasonably short—not to exceed, 
say, four months; 
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““€c) If the accountant, after due 
inquiry, or, preferably after actual 
investigation, has no reason to sup- 
pose that other transactions or 
developments have in the interval 
materially affected adversely the 
position of the company; and 

Cap lethe ichareter Of atue 
transactions to which effect is 
given is clearly disclosed, i.e., 
either at the heading of the state- 
ment or somewhere in the state- 
ment there shall be stated clearly 
the purpose for which the state- 
ment is issued. 

“II. The accountant should not 
certify a statement giving effect 
to transactions contemplated but not 
actually entered into at the date of 
the certificate, with the sole excep- 
tion that he may give effect to the 
proposed application of the proceeds 
of new financing where the applica- 
tion is clearly disclosed on the face 
of the statement or in the certificate 
and the accountant is satisfied that 
the funds can and will be applied in 
the manner indicated. It is not neces- 
sary that the precise liability shown 
in the balance sheet before adjust- 
ment should actually be paid out of 
the new money. It is sufficient, for 
instance where the balance-sheet be- 
fore the financing shows bank loans, 
if the proceeds are to be applied to 
bank loans which are either identical 
with or have replaced the bank loans 
actually outstanding at the date of 
the balance sheet. Ordinarily, how- 
ever, the accountant should not apply 
the proceeds of financing to the pay- 
ment of current trade accounts pay- 
able, at least not against a normal 
volume of such current accounts pay- 
able, because there must always be 


such accounts outstanding and the 
application of new moneys against 
the outstandings at the date of the 
balance sheet results in showing a 
position which in fact could never 
be attained. The accountant may 
usually best satisfy himself that the 
funds will be applied as indicated 
by getting an assurance from the 
issuing house on the point. 

“III. In any description of a state- 
ment or in any certificate relating 
thereto it is desirable that the past 
tense should be used. It should also 
be made clear that the transactions 
embodied have been definitely cov- 
ered by contracts. 

“IV. When the accountant feels 
that he cannot certify to such a 
hypothetical statement, probably be- 
cause of the length of the period 
which has elapsed since the accounts 
have been audited, he may be pre- 
pared to write a letter, not in certifi- 
cate form, stating that at the request 
of the addressee a statement has been 
examined or prepared in which effect 
is given, in his opinion correctly, 
to proposed transactions (which must 
be clearly specified). Such letters 
should be given only in very special 
cases and with the greatest care.” 
In addition to the recommendations, 

the committee presented forms of state- 
ment, of certificate, and of a letter 
coming within the terms of rule IV. 
These forms, however, merely give 
expression to the principle laid down 
in the rules and are not reproduced 
herein. The full report of the Special 
Committee on Cooperation with Bank- 
ets is published in the year-book of the 
American Institute of Accountants for 
the year 1923, and may be obtained 
from the secretary of the Institute. 


The Bothersome Comma 


Letter from President Scovell 2Modifica- 
tion of Rule stated in February “Student” 


Oe readers will be greatly inter- 
ested in a letter written by C. H. 
.Scovell, president of the National Asso- 
ciation of Cost Accountants in which he 
questions a rule with respect to the 
use of the comma, as stated in the 
February issue of The Pace Student. Mr. 
Scovell’s letter, which is dated March 
22nd, is as follows: 


‘Today I am writing you as editor of 
The Pace Student, and with reference to 
the article which appears on page 24 
regarding Punctuation and the Use of 
the Comma. 

“T would like to know what author- 
ity there is for the statement ‘Use the 
comma to set off groups of three figures 
in totals of more than four.’ Exempli- 


- The Pace Student 


fying that rule, I understand that we | 
would write ‘15,738,’ whereas we) 
would write ‘5738’ without the comma. _ 
If that is a correct interpretation of ci 
rule ‘I ast you,’ as a little girl I know | 
used to say,. what sense there is in| 
that.”’ & 

The Editor replied to Mr. Scovell | 
under date of March 25, and in the main 
accepted his criticism, as will appear) 
from the following letter: . | 

‘‘I am pleased to have your letter of 
March 22nd, and to know that you} 
read the February issue of Ihe Pace’ 
Student, even if you have landed on us| 
on a spot that is somewhat vulnerable. 

“After a fuller investigation of the| 
point than I had previously made, I am 
inclined to think that the weight of) 
usage and authority is on the side of 
separating hundreds and thousands by 
a comma, regardless of whether there | 
are four or more figures given in the 
entire amount. In short, I believe your: 
criticism is justified. I should par- 
ticularly hold to your view with 
respect to using the comma in different 
amounts that run along in a series, or 
to any presentation of amounts of 
money or quantities in an accounting, 
statistical, financial, or other report. — 

“One of the best manuals of style 
published in this country, and one 
which we are inclined to follow in 
practically all matters, is that pub- 
lished by the University of Chicago 
Press. This book on page 63, parta- 
graph 159, states: ®! 

‘Put a comma after digits indicat- 
ing thousands, except in a date or ina 
page reference and not between the 
constituents of dimensions, weights, 
and measures: a 

‘* “1,276, 10,419;.2200 B. C.; p. 246m 
3 feet 6 inches; 4 lb. 2 oz.; 2 hr. 4 ming 

“The foregoing is followed by 4 
notation as under: | 

‘Note. Astrophysical Journal and 
Botanical Gazette do not use a comma’ 
with four figures.’ ee 

‘I give you the foregoing as evide 
that there is a considerable usage thai 
follows the rule stated in the article ii 
The Pace Student. This usage, so far 4 
I can ascertain, is based on the fact tha 
a four figure number can easily be com- 
prehended without a comma to separate 
the hundreds and thousands. Eve 
increase in the number of figures ab 
four in anumber makes the number m 
difficult to read, and commas serve t 
aid in making a quick comprehension 
of the number easy. 

“One further quotation and I sha 
have concluded. Hotchkiss and 
duff, in the ‘Handbook of Busine 
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inglish,’ state under the heading ‘Arbi- 
rary Uses of Punctuation,’ the follow- 
ng: 

‘'To separate long numbers for 
juick and easy comprehension, use 
commas to divide the figures into 
Memes or thtce * * * * 

“The foregoing rule, by the inclusion 
f the word Jong, impliedly indicates 
‘hat when numbers in an amount are 


| AST Spring, at the regional meet- 
Lu ing of the American Institute at 
zincinnati, the writer had a long visit 
with Arthur E. Chandler—a visit in 
vhich many things meer were 
alked over. Mr. Chandler told of his 
ong struggle to attain success in ac- 
ountancy practice; of how his firm 
ad become well established and had 
ad an exceptionally prosperous year; 
fhis fine new home which he was then 
uilding on Jefferson Avenue, Akron; 
nd of his great happiness in his family 
elationships. He said that he had for 
e first time in his life achieved what 
e considered to be a reasonable measure 
f success—prosperity in business and 
background of an affectionate and 
itisfactory home life. 
‘From these achievements, attained 
fter two decades of consistent work, 
fr. Chandler was called on Thursday, 
pril ist, at age 44, at the very prime of 
is manhood. He had been operated 
a for appendicitis ten days previously 
ad had been making an excellent 
covery, until heart complications 
ought about his untimely death. 
‘Mr. Chandler was a lovable, likeable, 
ablic-spirited accountant. He was a 
gular attendant at the regional meet- 
gs of the Institute, and at the annual 
mventions. He had recently retired 
| president of the Northern Ohio 
hapter of the American Institute, and 
ring his term of office the interests 
“accountancy, and of its individual 
actitioners, were conserved and great- 
extended in the important region of 
‘€ country served by that chapter. 
Mr. Chandler was a graduate of 
ntral High School, Cleveland, where 
* spent his boyhood, and where his 
tents lived. An indication of the 
cision of character that was his is 
d in the fact that early in his pro- 
sional career he gave up a substantial 


few enough for quick comprehension 
the comma is omitted. 

“You will see from what I have said 
that there may be a little sense in the 
tule, after all, even though there seems 
to be, from the rather painfully con- 
sistent state of mind which many of us 
who practice accountancy have, that 
it is an inconsistency. I labor myself 
so much under this burden of con- 


practice in order to come to New York, 
where he devoted himself exclusively 
to the study of accountancy in Pace 
Institute. After this study he practiced 
accountancy in Spokane, and later in 
Edmonton, Alberta. 


ARTHUR E. CHANDLER 
1882-1926 


When the Income Tax Unit was re- 
organized during the war, it was found 
that a large number of accountants had 
already been taken into various de- 

artments of army and navy service. 
here was an urgent demand for ac- 
countants to carry out this reorganiza- 
tion work, and Mr. Chandler, at a 


considerable personal sacrifice, volun- 


teered for the work, and rendered a 
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sistency, that I am inclined to think 
that I shall rule for our own purposes 
that the comma must separate thousands 
from hundreds in all instances except 
such ones as numbers of years or page 
numbers. For this clarification and 
modification, and for the rather full 
investigation of the subject I have 


made, I am _ greatly indebted to 
you.”’ 


| Arthur E. Chandler 


most notable service to his Govern- 
ment. 

After retiring from the income tax 
work at the conclusion of the war, Mr. 
Chandler was instrumental in forming 
the firm of Chandler, Murray & Chilton, 
with headquarters in Akron. This firm 
is exceptionally well-known to the 
business public of Akron and of north- 
ern Ohio, and to fellow practitioners. 

Mr. Chandler’s popularity in his 
home community was largely due to 
the unselfish services he rendered in 
public movements of all kinds—in 
taking part in community fund drives, 
the work of charitable organizations, 
and the like. He gave a great deal of 
his time without compensation to the 
audit of the accounts of various public 
and non-profit institutions. He was 
promiment socially and was a member 
of the Elks, of Rotary, of City Club, and 
of Portage Country Club. He was 
also a member of First Congregational 
Church of Akron. 

Mr. Chandler is survived by his 
widow, Leta, and one child, Miss Hope, 
and by his sister, Mrs. A. T. R. Cun- 
ningham, of Spokane, Washington. 
His body was interred in Cleveland, 
Ohio. Many prominent accountants 
were in attendance at the funeral. 

It is difficult indeed to express the 
sorrow felt by the associates and 
friends of Mr. Chandler at his untimely 
death. To those of us who worked 
with him in war activities, and later in 
professional accountancy practice mat- 
ters, his death will leave a void—a dull 
ache that will long continue. He was a 
fine example of American manhood, 
of accountancy at its best. Arthur 
Chandler, whole-souled, kindly, ethi- 
cal, able, we can now cherish only as a 
memory, but that memory we shall 
long cherish as a dear and helpful 
Possession. 


Editorial Opinion by D. W. Springer 
on Llinois Decision — | 


Edztorial review reprinted from April issue a 
of Certified Public Accountant » Warning | | 
against Hasty Legislation «2 


Public Accountant on page 67 

carried the full text of the deci- 
sion of the Illinois Supreme Court on 
February 18, 1926, declaring the 1925 
Accountancy Act unconstitutional. 

It is important to State Boards as 
well as to certified public accountants 
that a correct understanding be had of 
the situation produced by that decision, 
and in addition to a short historical 
statement we afe presenting a review 
of the briefs filed by both sides together 
with the important features of the 
decision itself. 

In the last session of the Illinois 
legislature a bill, sponsored by the 
Illinois Society of Certified Public 
Accountants, was introduced but was 
defeated. The main point of criticism 
around which the opposition centered 
related to the provision granting the 
right of privileged communications to 
certified public accountants. After this 
bill had been defeated, the public ac- 
countants prepared a hastily drafted 
bill which was not submitted to the 
Attorney General’s office for considera- 
tion. This bill transferred the adminis- 
tration of the law from the University 
of Illinois to the Department of Regis- 
tration and Education of the State 
of Illinois, although this Department, 
which was to administer the new law, 
had not been consulted in its prepara- 
ion. The law was passed in the clos- 
ing hours of the legislature and per- 
mitted by the Governor to become 
effective without his signature. It 
was of a different type of legislation 
than any law previously enacted, in 
that it eliminated the title “‘certified 
public accountant’’ so far as future 
Illinois applicants were concerned and 
designated as “‘public accountants’’ 
all who might pass the prescribed 
examination. This placed the Illinois 
man at a disadvantage as compared 
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with his brother public accountant 
from other states. While the law ex- 
pressly recognized all C. P. A. certifi- 
cates already issued and provided that 
holders of C. P. GAg@certificates from 
other states might have them registered 
in Illinois, the Illinois Society of Cer- 
tified Public Accountants felt that the 
bill should be attacked in the interest 
of the public and of the public ac- 
countants generally. 

In the Circuit Court of Sangamon 
County, wherein a bill was filed to se- 
cure an injunction, the Court ruled 
that the law was constitutional and 
from this ruling an appeal was taken to 
the Supreme Court. Defrees, Bucking- 
ham and Eaton, and Dodd, Matheny 
and Edmunds were the solicitors for the 
appellants, counsel being Messrs. Buck- 
ingham, Dodd & Jones. 

In general the claim was made that 
the Act was ‘“‘unconstitutional, as un- 
reasonable, arbitrary and invalid exer- 
cise of the police power of the State.”’ 

It was claimed that the act granted 
special privileges in that no resident 
citizen of Illinois could become a certi- 
fied public accountant of Iinois under 
the act while others might so become. 

It was also claimed that the act was 
discriminatory in that two methods 
were prescribed by which persons out- 
side the state holding C. P. A. certi- 
ficates might enter the state and prac- 
tice public accounting. The claim was 
also made that under the act the De- 
partment had no discretion in the 
granting of the original batch of certi- 
ficates as public accountants. It was 
also claimed that the prohibition of 
doing accounting or auditing work for 
more than.one employer is arbitrary, 
unreasonable and not within the police 
power of the state. It was also con- 
tended that the provisions of the law 
were impossible of continued perform- 
ance. 
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The historical matter presented 
Appendix A, which was made a 
of the brief, is of such interest that i 
reprinted in another part of this iss 
The decision refers to material pte) 
sented in this Appendix, and the dis) 
tinctions between the different ty 
of recent legislation are very clearly 
stated. 

In the argument, the claim was m 
that the right to practice as a certi 
public accountant has been for ma 
years and is now an exceedingly valu 
able franchise or privilege which woul 
be denied to Illinois citizens hereaf 
In the lower court it had been intima 
that there might be read into the | 
by the Department of Registration 
Education, if it so desired, the ri 
to issue certificates as certified pu 
accountants to those who passed the 
examinations which they gave. TI 
right was denied by the counsel fo 
appellants and their contention i 
supported by the Supreme Court in if), 
decision. E | 

It was also claimed that the act did) 
not classify employees on a reasonablé 
basis. Stress was laid on the fact that), 
the act penalized not merely for holding} 
oneself out as a public accountant of 4| 
cettified public accountant but forbade), 
unlicensed or unregistered persons, othel} 
than employees, to do any auditing 
accounting service for more than o 
person for pay. The claim was'ma 
that this provision was beyond t 
police power of the state. It will 
noted in the historical matter whi 
they submitted that reference is ma 
to the particular provisions on t 
point of the North Carolina Act ai 
of the Michigan Act. It is indicated) 
that the Louisiana and Maryland laws 
while not as specific, are so phrased 
to accomplish the same purpose. — 

The department of Registration a 
Education was represented by Oscar I 


atlstrom, Attorney General, B. L. 
atron, Assistant Attorney General 
sting as counsel. The presentation 
iade largely related to the general 
rovisions of the bill, claiming that 
1e act recognized both classes of public 
scountants and that it was within 
1e power of the state to require, under 
ve general police power of the state, 
‘gistration of a particular group. It 
as argued that the act did not dis- 
‘iminate between persons in the same 
ass as has been claimed by the appel- 
mts. The State argued that under the 
rovisions of the act it would be proper 
w the Department to issue Certified 
ablic -Accountant certificates as the 
partment was given authority to 
ake necessary rules with respect to 
camination and for carrying into 
fect the purposes of the act. The 
aim was atthe and argued that laws 
gulating the practice of public ac- 
juntancy have been generally upheld 
ja valid exercise of the police power 
ithe state. Up to this time the only 
ise that had seemingly been opposed 
) that theory was the Oklahoma case, 
id there the conclusion reached seemed 
1 have been due to the fact that the 
ourt believed that the passage of 
blic accountancy laws had been 
focured by accountants themselves 
‘tr their own benefit and not in the 
terest of the public welfare. The 
gument on behalf of the appellees 
i not touch the point raised by the 
ypellants that the attempt to control 
‘countants in this particular act had 
ven too broad and not safeguarded as 
tefully as in the other laws to which 
ference had been made. 

Those who have read the supreme 
wurt decision carefully have noted 
€ following points: ‘‘It appears clear, 
ferefore, that the act necessarily 
yerates to the advantage of the few 
tsons who held certificates as certi- 
d public accountants prior to October 
-1925, and those holding such cer- 
fcates from an outside State, and 
Scriminates against all other persons 
gaged in the business of accountancy, 
me of whom can ever become a certi- 
ld public accountant in this State.”’ 
The decision refers to the laws passed 
“other states for the purpose of secur- 
g control of public accountants and 
ys, ‘It must be said that there is in 
e public mind a marked distinction 
be drawn between a public account- 
t and a certified public accountant, 
d it is evident that the act under 
msideration here does not tend to 
stroy such distinction. That dis- 
action, together with the fact that 
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under this act no citizen of Illinois not 
now a certified public accountant can 
become such, clearly demonstrates a 
special privilege accorded to those who 
are allowed to hold themselves out as 
certified public accountants and a dis- 
crimination against those who are not 
allowed so to do or become certified 
public accountants. This discrimina- 
tion is not founded on any reasonable 
basic classification.”’ 

Referring to the two methods by 
which holders of C. P. A. certificates 
from other states might practice, the 
Court said, “‘A statute can not be 
sustained which applies to some pet- 
sons or cases and does not apply to all 
persons and cases not essentially dif- 
ferent in kind.”’ 

Discussing the question as to whether 
the particular provisions in this act 
were an unreasonable exercise of the 
police power, the Court said, ‘‘In order 
to say that private business must, in 
the necessity of public welfare, employ 
one certified by the State, it must ap- 
pear that the effect of an audit of that 
business is a matter of public welfare 
and not of private concern.’’ However, 
after discussing this particular provision 
at length, the Court said, “‘We do not 
say that it is beyond the power of the 
General Assembly to enact a statute 
requiring that no one shall use the 
term ‘Certified Public Accountant’ or 
the term ‘Public Accountant’ without 
having met the requirements of such 
enactye * *.. Thereiiguasavervicw it, 
however, a wide difference between 
acts of that character and one which 
provides that no one who has not re- 
ceived a certificate as public accountant 
from the Department of Registration 
and Education shall be allowed to work 
at the business or occupation of ac- 
countancy for more than one person.”’ 

The quotations made from the su- 
preme court decision indicate that the 
Court did not in reality pass upon the 
principle of regulatory legislation but 
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had in mind at all times the phraseology 
of the particular act which was before 
it, and as one reads the briefs which 
were presented, together with the 
decision, he must reach the conclusion 
that this type of legislation has not 
received a set-back as the result of the 
decision. However, the decision should 
emphasize the necessity of carefully 
wording whatever new laws or amend- 
ments to existing laws are presented to 
the legislatures for their consideration. 
Certainly no law should be presented 
which has not been passed on by the 
office of the Attorney General of the 
State and certainly no law should be 
presented which has not been con- 
sidered by the body charged with its 
administration. Hasty legislation, even 
though well meant, is usually disas- 
trous. This type of legislation is in the 
interest of the public, and the public is 
to be congratulated that the Illinois 
Supreme Court in its decision clearly 
indicated that there was a possibility 
even in that State of securing the regu- 
latory enactments which business inter- 
ests require. 


Eprtror’s Note.—Historical matter is 
not reprinted but can be found in full in the 
April issue of ‘The Certified Public Ac- 


countant.’ 


ACCOUNT [From the old French 
accompt, from compactus, Lat. originally 
written accompt: but by gradual soften- 
ing the pronunciation in time the 
orthography changed to account.| 1. 
A computation of debts or expenses; a 
register of facts relating to money. 2. 
The state or result of a computation; as, 
the account stands thus between us.— 
Dr. SAMUEL JOHNSON, 1755. 


J. W. KERA, C.P.A. and JACQUIN 


A. BINDAMIN announces the forma- 
tion of a Eoltaieg for the general 
practice of accountancy under the firm 
mame of Kera & Bindamin 152 West 
42nd Street, New York City. 


~The PACE AGENCY 
for PLACEMENTS, Inc. 


A distinctive placement service 
for employers and employees. 


CORTLANDT 1465 :: 


30 CHURCH STREET, N. Y. 
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Regional Meeting of 
Institute 


HE best work of the American Insti- 
tute, it is often said, is found in 
the regional meetings that are held 
during the year in various Cities. 
Whether or not this statement is true, 
it is undoubtedly the fact that much 
technical and social benefit is received 
by the members and associates of the 
Institute who attend a regional meeting. 
A regional meeting of this character 
will be held in Cleveland on May 22nd 
under the Chairmanship of Lewis Win- 
termute, secretary of the Northern Ohio 
Chapter of the American Institute of 
Accountants. The committee of which 
Mr. Wintermute is chairman is plan- 
ning to eliminate from this meeting all 
technical papers, and to devote the 
entire day to the story of the Institute. 
The general topic will be, ‘‘The Ameri- 
can Institute of Accountants—Some of 
Its Continuing and Permanent Activi- 
Tier 
The papers and talks are all to be 
presented by officers, committee chair- 
men, and past presidents who will 
bring out what the Institute is, what 
it does, and what it aspires to do. It 
is hoped by the committee that each 
accountant attending will be inspired 
and confirmed in his determination to 
conduct his practice on the high ethical 
plane of a profession and that he will 
not yield to the lure of commercialism. 


Inspectors of Election 
alee Stock Corporation Law of New 


York State, as well as a similar law 
in other states, provides that every cor- 
poration shall appoint inspectors of 
election. The inspectors of election are 
required to file an oath with the proper 
state official to the effect that they will 
faithfully execute the duties of their 
office with strict impartiality. They 
canvass the vote for the election of di- 
rectors at eacy snockholders’ meeting 
at which directors are elected. If the 
right of a stockholder to vote at such 
meeting is challenged, they require the 
books and papers containing the list of 
stockholders to be produced, and deter- 
mine whether the name of the person 
whose right to vote is challenged ap- 
pears upon the list. They file with the 
proper state authorities a certificate 
setting forth results of elections. 

Frequently, inspectors of election are 
not provided for at stockholders meet- 
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ings at which directors are elected, and 
no certificate is filed with the proper 
state official respecting the election. 
In view of the fact that a corporation is 
a creature of the state, it must be guided 
by the letter of the law laid down for 
the conduct of its affairs. 

Failure to comply with the provisions 
of the law having to do with inspectors 
of election will ordinarily have no ser- 
ious results. It may happen, however, 
that a stockholder who did not partici- 
pate in the election may feel aggrieved 
at the election of one or more of the di- 
rectors, of at some act of the directors 
after their election. Under such circum- 
stances he might very well have the 
right to bring a proceeding in the su- 
preme court to have the election set 
aside and the directors removed upon 
the ground that the statutory provis- 
ions of the law respecting their election 
had not been complied with. 

A creditor, too, who believed that his 
claims against the corporation wete prej- 
udiced by action of the directors—such 
action for example, as the declaration of 
a large dividend—might also have the 
right to bring a proceeding in an equity 
court to have the action of the directors 
voided on the ground that they had not 
been legally elected and that their acts 
were of no force and effect. 

For these reasons as well as others 
that do not appear to require mention 
in this short article, it is desirable that 
the statutory provisions respecting the 
appointment of inspectors of election, 
and the filing of the results of the elec- 
tion with the proper state authorities, 
be carried out. The corporate officers, 
as well as the certified public accountant 
who audits the corporation’s books, 
should be fully acquainted with this 
important provision of the statute. 


It Is Still Doing Well 


“The college at Princetown (called 
Nassau Hall) was first founded by 
charter from John Hamilton, Esq., 
president of the council, about the year 
1738. * * * The establishment consists 
at present (1796) of a president, two 
professors, two tutors, and a grammar 
master. * * * “Hire are in the win- 
ter session generally from 7o to 80 
students in the four classes of the 
college, exclusive of the grammar 
school. * * * The annual income of 
the college at present, by fees of the 
students and otherwise, is about £1,000. 
—Morse’s Universal Geography, 1796. 
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“Little Old New York? 


“New York is the capital of th 
state, and stands on the southwes 
point of Manhattan, commonly calle; 
New York Island, at the confluence 0 
the Hudson and East Rivers. Th 
principal part of the city lies on th 
cast side of the island, although th 
buildings extend from one river to th 
other. The length of the city on Eas 
River is about two miles; but fall 
short of that distance on the banks o 
the Hudson. Its breadth, on an aver 
age, 1s nearly three-fourths of a mile 
and its circumference may be four miles 
* * * A want of good water iam 
gteat inconvenience to the citizens 
there being few wells in the city. Mos 
of the people are supplied every day 
with fresh water, conveyed to the 
doors in casks, from a pump near the 
head of Queen Street, which receives 
it from a spring almost a mile from the 
centre of the city. This well is about 
20 feet deep and four feet diameter. 
The average quantity drawn daily fron 
this remarkable well, is 110 hogshead: 
of 130 gallons each. In some hot sum. 
mer days 216 hogsheads have beer 
drawn from it; and what is very singu- 
lar, there is never more or less th 
about three feet of water in the we 
The water is sold commonly at thr 
pence a hogshead at the pump. Seve 
proposals have been made by individua 
to supply the citizens by pipes; but no 
have yet been accepted.’’—Morse’s U; 
versal Geography, 1796. 


W. A. COLLINS, of the Lansdow 
Company, Inc., was recently promot 
to the position of Accountant-Manag 
of that company. In a letter of Janua 
22, Mr. Collins attributes a great de 
of his success to “‘ the knowledge gained 
by being a student at Pace Institute 


JOHN F. SWEENEY, a graduate © 
Pace Institute, Washington, recent 
purchased the Essex Audit Compan 
Springfield, Massachussetts. 


TO ACCRUE—In a commercial sens 
to be produced, ot arise; as profits= 
Dr. Johnson, 1755. : 


ACCOUNTANT—A computer; a mé 
skilled or employed in accounts.— 
Dr. Johnson, 1755. 
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Restractive Legislation 


in New York 


eee record of restrictive legislation’ 


in New York has shown a steadily 
ncreasing opposition to the idea. Two 
reats ago the McGinnies bill passed the 
egislature but was vetoed by the 
sovernor. Last year a similar bill was 
vassed by the Assembly, but was not 
ought out of committee in the Senate. 
“his year the Hutchinson-Downing bill 
vas decisively beaten in the Assembly 
nd was not brought out of committee 
athe Senate. The diminishing support, 
vhich is thus a matter of official fact 
nd record, indicates that progress in 
ccountancy legislation in New York is 
tkely to be restricted to the improve- 
1ent of the present procedure, which 
tovides for the issuance of the certified 
ublic accountant certificate without 
2striction of practice. 


oin Your Professional 
voczety 


4ACH profession maintains local and 
— national societies in which the 
embers of the profession take con- 
stted action for the maintenance of 
thical and work standards. The in- 
tvidual practitioner is thus able to 
ay a part of the debt he owes to his 
tedecessors, who have provided him, 
) to speak, with a professional ‘‘going 
%Mcerns’’—with schools, literature, 
thical standards, and a favorable 
ablic opinion. He is also thus able to 
snefit himself and co-practitioners, 
id to make sure that those who follow 
im in the profession will have an even 
etter opportunity for study, research, 
id professional usefulness than he has 


HE retail ‘‘outlet’’—zts 

history, uses, organization, 
financing, and control—all 
these aspects of this most inter- 
esting and current of subjects 
will receive consideration from 
month to month in THE Pace 
STUDENT. 

J. Philip Gass, C.P.A., con- 
tributes this nionth the first of the 
Series—an informative article 
on the financing of retail out- 
lets. Discussion 1s invited. 
—Tue Epirtor. 


had. All these things, and more, are 
accomplished by a professional society. 

Strangely enough, many a _ profes- 
sional man—doctor, lawyer, dentist, 
engineer, or accountant—does not join 
his professional.society. He benefits by 
the contributions and work of his fel- 
low practitioners, but through indif- 
ference or a misconception of his duty, 
he allows his co-workers to bear the 
burdens of maintaining professional 
standards. Again, a man may join his 
professional society, pay his dues, but 
fail to attend mectings or to take any 
part in the society’s work. The real 
burden, so far as time and effort are con- 
cerned, therefore, falls upon a relatively 
small number of public-spirited mem- 
bers of a profession—members who give 
unselfishly of their time for the benefit 
of their fellows. 

In a new and developing profession 
such as accountancy, it is particularly 
important that cach member should 
belong to his local professional society, 


and to at least one of the two national 
organizations. His financial contribu- 
tion is needed for common defense and 
for the strengthening of professional 
standards and privileges, and particu- 
larly his work is needed in meetings 
and on the various committees and 
boards through which the societies 
accomplish their objects. No fair- 
minded accountant on the job will per- 
mit a fellow worker to carry more than 
his share of the burden of work, and no 
accountant who gives thought to the 
matter will allow his fellow practi- 
tioners to carry, unaided, the burden of 
supporting and extending the profession 
as a whole. 

If you who read this editorial are 
already a member of one or more pro- 
fessional societies, mark this editorial 
and pass it along to one of your friends 
who is not a member. In this way you 
will render your friend a distinct ser- 
vice, and you will help along the com- 
mon cause—the development of a 
greater accountancy. 


A Work Conscience 


A GOOD deal of work is done by a 
workman without the immediate 
supervision of his boss. Under these 
conditions, the performance of certain 
details is a matter of conscience. Imag- 
ine the cook who is cleanly under super- 
vision, but who relaxes when working 
by himself! Consider the pharmacist 
who relaxes his care in the compounding 
of drugs! Think of the proofreader who 
allows grievous errors to get into print, 
the bricklayer who fails to point up his 
work properly, and the electrician who 
fails properly to insulate his wires! 
Everywhere, we find the need of a 
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highly developed conscience with te- 
spect to work details. 

Consider the need of a work con- 
science, if you will, in matters of ac- 
countancy practice. In proving addi- 
tions, in verifying vouchers, in analyz- 
ing accounts—in these matters and a 
hundred others, the junior may fail, 
through the lack of a developed work 
conscience, to do the complete and 
exact work for which he is employed. 
Temptation will come to him time and 
again when he is weary with the long 
and minute consideration of detail, to 
cut corners or to gloss over, without 
thorough inspection, some part of his 
work. Nothing will save him from 
disaster except a conscience that drives 
him on to do his work properly, re- 
regardless of his own convenience. 

The senior very soon detects the 
junior who lacks the right kind of work 
conscience. He detects inaccuracies in 
his additions or distributions; he un- 
covets the attempt to substitute loosely 
gathered figures for verified compila- 
tions. He admonishes the junior, and 
thereafter is obliged, for a time at least, 
to watch his work with great care. 
If the junior takes the lesson to heart 
and acquires a proper work conscience. 
he develops satisfactorily and in turn 
can train others in the meticulous work 
of the accountant. If the junior fails to 
develop the proper attitude towards his 
work, he will most certainly be dis- 
missed, and in time he will be forced to 
seek another and less exacting field of 
employment. No accountant can hope 
to succeed without the aid of a work 
conscience that drives him, regardless 
of supervision, to the complete verifica- 
tion and statement of the work with 
which he is concerned. 


Decisevely Defeated 


HE Hutchinson-Downing account- 
ancy bill, which included a waiver 

for granting the certificate of certified 
public accountant without examination 
to thousands of accountants now in 
practice, and which provided for limit- 
ing accountancy practice to certified 
public accountants, was defeated in the 


Assembly of the New York legislature 
on April 22 by a vote of 82 to 48. 

Powerful political and other in- 
fluences were back of this bill; its sup- 
porters were well organized; and the 
burden of the opposition rested squarely 
on the shoulders of the certified public 
accountants of New York, particularly 
upon the members of the New York 
State Society. This decisive defeat was 
accomplished at the conclusion of a 
hard struggle, during which the merits 
of the question at issue were brought 
to the attention of each assemblyman 
and each senator. The result assures the 
continuance of the high standards 
maintained in New York for the last 
thirty years, and is a matter of deep 
gratification to certified public ac- 
countants generally throughout the 
country. 


The Cuvillzer Ball 


TH Cuvillier bill, supported by the 

New York State Society of Certified 
Public Accountants, and accorded sec- 
ondary approval by the State Education 
Department, was not reported out of 
committee in the Assembly of the legis- 
lature, and therefore was not brought 
toa vote. The State Education Depart- 
ment, while stating that this bill pro- 
vided for the improvement of’ the 
present standards, gave its primary 
support to the Hutchinson-Downing 
bill, which was decisively defeated in 
the Assembly. 

The Cuvillier bill provided merely 
for an improvement of the certified 
public accountant law, without chang- 
ing the plan under which certificates 
have been granted during the last thirty 
yeats. Provision was made for increas- 
ing the board of examiners from three 
to five, for liberalizing provisions with 
respect to issuing certificates to ac- 
credited accountants of other states, 
and, particularly, provision was made 
for more severe penalties and for revoca- 
tion of certificates by the Regents in 
case of professional shortcomings. It is 
to be hoped that the provisions of this 
bill may, in another legislature, be 
enacted into law. 


The Pace Studen| 


International Convention 


of Accountants 


NTERNATIONAL ‘‘meets’’ are be 
coming a matter of course. Th 
world is one great community, and it i 
common for surgeons, advertising men 
rotarians, teachers, publicists, authors 
dairymen, and members of other craft 
and callings to meet in world-wid 
conference. Friend wife often accom 
panies the delegate, and the affairs taki 
on a social aspect which is fully a: 
important as the technical feature. 

All of which leads us to say that the 
practicing accountants of the world are 
to come together in grand accounting 
conclave in Amsterdam, Holland, from 
July 6th to July 9th. Colonel Robert L 
Montgomery will head a goodly delega, 
tion from the New York State Society, 
and the other state and the national 
organizations, no doubt, will be as 
well represented. | 

Accountancy is certainly to be 
counted among the most progressive ol 
the professions, and it is seemly that its 
members should thus meet for the im- 
provement of accountancy standards “ 


world over. 


Are You a Prophet? j 
Skee accountant is often justified in 

expressing judgment relating to 2 i 
existing state of affairs. He is only in 


present and the past. 


The Conversationalist — 
‘THE ready talker, the good conversa 


tionalist, the man of fluent word 

and ready wit, if such there be in tht 
practice of accountancy, may well give 
thought to the character of his art and 
the occasion for its use. q 
The business man has developed the 
idea, properly enough it may be, that 
the accountant should be cautious, re 
served, exact in statement, dignified in 
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earing, receptive as to facts, and secre- 
ve as to the information which he 
oquires. The accountant can not profit- 
oly, in conversation with his clients, 
r even with his social friends, depart 
90 far from this conception of his 
iaracter and habits. 

Above all things, the accountant— 
id this statement is made particularly 
the guidance of juniors—should not 
Ik about the affairs of clients, or even 
ate their names, or in any way give 
wrency to the professional matters 
ith which he isin contact. The world 
affairs outside of his practice is large. 
1e weather, golf, and baseball provide 
bjects broad and innocuous enough to 
ve the conversationalist full range to 


The weather is a very good subject 
for the accountant, especially the junior 
accountant, to use for conversational 
purposes. Nothing could be more ap- 
propriate, for example, for a junior 
accountant to do in the way of talking 
than to say when he meets a Client at 
the beginning of the day’s work, 
“Good marning—-it looks like a fine 
day’’; and in closing his work at the 
end of the day to say, ‘‘Good-night 
—it looks like it’s going to rain,’’ with 
nothing between. A_ conversational 
habit of this kind will eappeal to the 
junior’s senior, and to the partners of 
his firm. 

When in doubt as to conversation, the 
accountant may well follow Punch’s 


Utility Accountants 


OWHERE in business organiza- 
tions is the interest in the develop- 

ment of sound accounting procedure 
more keen than in the utilities that pro- 
vide gas and electricity. For several 
years there has been great activity in 
the consolidation and merger of proper- 
ties of this kind, and in the issuance 
and marketing of their securities. Inci- 
dentally, uniform classifications of ac- 
counts have had to be adopted, and 
many antiquated and faulty procedures 
brought into line with modern practice. 
Plenty of opportunity exists in this field 
of activity for accountants who desire 


press himself historically and in 
ophecy. 


advice with 
Don't! 


respect 


to marriage— 


emoluments of the controller. 


to prepare for the responsibilities and 
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ULLY s0 per cent. of the invest- 


ment of the average manufac- 


turing concern is tied up in stock of 
| one kind or another—hence the neces- 


SP 


sity for a comprehensive, workable 
system of stock records. Specializa- 
ve tion in this important phase of ac- 
. counting is the basis of the success of 
nN N. J. Bowne, who is works account- 
ant of the De Laval Separator Com- 
, pany. 
In a recent contest held by the 
Kardex Rand Company, Mr. Bowne 
A won the first prize with his manu- 
; script entitled *’Over-Stocking—A Ser- 
s] tous Business Crime.’ In this article 
| = he pointed out the ten essentials of a 
visible stock recording system. They 
are, he says, visibility; accessibility, 
neatness, accuracy, fire and water 
protection, signals, dual record; adapt- 
ability; economy; and reduction of 
inventory. 
According to Mr. Bowne the pur- 
poses of the modern stock record are 
summarized thus: 


t. To have materials on hand 
when wanted, and in the quantities 
wanted for production and sales 
purposes. 


2. To assist production to the ex- 
tent of having parts on order and in 


process in time to have them in stock 
when needed. 


3. To control rhe issuing of orders 
to the operating departments, by pre- 
venting their release until the ma- 
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ns 
N. J. Bowne 
Works Accountant, 


De Laval Separator Company 
Poughkeepsie, New York 
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terials or parts necessary are available; 
thus eliminating wasted time in 
planning, Setting up machines, etc. 


4: To secure prompt and efficient 
ordering and follow-up, by means of 
minimum quantities. 


5. To eliminate the danger of 
over-stocking on slow-moving ma- 
terials. 


6. To supply reliable and up-to- 
date information as to materials: 
On Order, On Hand, Quantity Avail- 


able for Use, Turnover, Price. 


7. To supply inventory figures for 
use in preparing financial statements. 


Mr. Bowne has, by the application 
of these essentials in his own com- 
pany, materially reduced the amount 
of stock on hand, and thereby released 
for more productive use, a large per- 
centage of hi concern’s invested 
capital. 

Mr. Bowne, we are happy to say, 
obtained his technical education in 
Accountancy by study in Pace Insti- 
tute, Extension Division. Mr. 
Bowne's ability as a student is in 
keeping with his ability as a works 
accountant. He has vision to see, 
and the energy and grit to put over 
whatever business he has in hand. 
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Walltam H. West, C.P.A. 


One of the war phrases, ‘‘business 
as usual,’’ might be borrowed in 
portraying William H. West, president 
of the American Institute of Account- 
ants. In spite of the heavy responsibil1- 
ties which he carries, and the honors 
which have been thrust upon him, the 
outstanding fact the interviewer gathers 
about him is that he is an accountancy 
practitioner of the highest order, and 
that with him the practice of account- 
ancy comes first. 

Courtly and courteous, kind and con- 
siderate, yet firm and businesslike, Mr. 
West has won for himself the friend- 
ship, esteem, and admiration of the 
eatire profession through his work as 
an accountant and through his strong 
personality. 

To interviewers who would extract 
from him some facts as to his accom- 
plishments and how he came into the 
practice of accountancy, Mr. West 1s 
kind, yet reticent. Sometimes they go 
away from him knowing even less than 
when they approached him. This same 
attitude of reticence is carried out by 
Mr. West in his relations with editors 
of accountants’ directories. Three lines 
in small type is the extent of the space 
given to him. We learn from this that 
he is a certified public accountant of the 
State of New York, a member of the 
New York State Society of Certified 
Public Accountants and, of course, a 
member of the Institute. 

Mr. West’s accountancy practice has 
taken him to a great extent into the 
railroad world and into industrial 
circles. It is a matter of record that his 
wat service was of the utmost impor- 
tance. When the American Institute of 
Accountants placed at the disposal of 
the government all the technical skill 
and resources at its command, in 1917, 
the offer was promptly accepted. One 
of the big jobs to be done was the organ- 
izing of accounting forces to supervise 
the construction of the war canton- 
ments, a job that had to be accom- 


plished in three to four months, under — 


Preszdent of the American Institute 2» Promt- 
nent Figure in Accountancy Field 2» In Charge 
of Organizing War-time Cantonments 2» 2 


the greatest pressure. To Mr. West 
fell the task of organizing the account- 
ing forces. He was in direct charge, 
with twelve assistants, mostly members 
of the Institute, in as many districts in 
various parts of the country. In a very 
short time, thousands of accountants 
and office workers had been assembled, 
and the work of building the canton- 
ments was well under way. It was 
through Mr. West that the War De- 
partment gave its instructions and re- 
ceived its reports as to progress made 
and costs of construction in this im- 
mense task of building many cities 
within a few weeks. The thoroughness 
with which the job was done won for 
Mr. West and for his co-workers the 
highest praise of the government, and 
is cited as an example of the kind of 
work for which the president of the 
Institute is noted. 

Since his election first as vice-presi- 
dent of the Institute and a year later 
as president, Mr. West has shown a 
grasp of the affairs of this national 
accountants’ organization and of its 
activities which has meant much to the 
profession, and which has demonstrated 
again Mr. West’s passion for thorough- 
ness, for orderly discussion of the’ big 
problems in hand, and for deliberate 
procedure. 

Mr. West’s brief speech of acceptance 
when he was elected president of the 
Institute in September, 1925, and was 
conducted to the platform, throws a 
great light on his career. He said: 

‘I do not know how I can find words 
to express how deeply I appreciate the 
honor which you have conferred upon 
me at this time. No past service of mine 
to the Institute or to the profession has 
in my opinion merited such recognition. 
Perhaps I may take it as implying a 
desire to conscript for more active ser- 
vice some of us who have done less 
than their full share in advancing the 
aims of the Institute. I am sure that I 


may take it as implying a promise on 


your part to accord to me and to those 


- 
pehitieatinie 


who will be directly associated with m 
your hearty and sympathetic support 
On that we must rely. We must hay) 
team work. The Institute in the pas 
has done fine work and done a grea 
deal of it. Of course there is much ye 
to be done—many a problem to b 
solved. This may best be served, 
think you will agree will me, by delib 
erate consideration, by fair and franl| 
discussion, and by the exercise alway) 
of forbearance to our fellow member 
who at the time may not have our poin) 
of view. I know that we shall trea 
these matters in that way, for I an 
convinced that we are all actuated by 
the same motives; to elevate our calling 
to raise the profession to a plane ni 
less high than that now occupied by 
the older professions of law and medi 
cine, to emulate their constant strivin; 
for perfection, and to follow particu 
larly their example in participating it 
ublic service for the welfare of ou 
ies men. My predecessors in offic! 
have been men outstanding in profes 
sional attainments, wise in administra 
tion, unremitting in service; men 0 
high qualities of mind and heart. I 


will be my aim, I promise you.”’ 

On the president of the Americat 
Institute of Accountants rests the fe 
sponsibility for the protection, inter 
ptetation, and advancement of one 0 
the newest professions. Because of 1 
newness, it is beset with problems 
grave import, and is confronted by 
necessity of a correct presentation to 
public of the ideals of the professio 
and of what it can do to serve tl 
public. The older conception of publ 
accountants has disappeared. The w 
in part, demonstrated that they can 
of great service to the public, not o 
in handling vast government unde 
takings, but in the study of econom 
and business problems having an 
portant bearing on the life of 
nation. 

Mr. West has shown a disposition 
encoutage members of the Instit 
and members of the profession outs 
of the Institute, to enlarge their pu 
service. He has himself given an out 
standing example of this public serv 
and he has encouraged others in 
profession to do likewise. 


CHARLES CAPRON MARSH, LE 
E. SPENCER, and ROLPH THA 
MARSH, announce the formation of 
firm of Marsh, Spencer & Marsh for 
general practice of the law, with offi 
at 160 Broadway, New York City. ~ 


ls isa good time for the employed 
man or woman to take stock of his 
wcademic assets. For one reason or 
nother, the great majority of boys and 
titls leave school without high-school 
‘ducation; in fact, eighty-seven people 
yut of every hundred in this country 
iave less than a high-school education. 
Yetermined efforts are being made in 
New York and in other states to remedy 
his condition,. but many years will 
Japse before it will be materially 
hanged. 

Evidence of this general lack of 
cademic groundwork is found no mat- 
et which way one turns. In every office 
fe men and women who can not write 
ood letters, who can not speak gram- 
aatically, who can not calculate ac- 
arately, and who can not even listen 
telligently. The lack of these abilities 
leans to an employee something less in 
ae way of ability, personality, and in- 
uence than he would otherwise have, 
ad it also usually means a definite loss 
f income and business standing. 

The vocational handicap thus im- 
osed is no more serious than the per- 
nal and social one. Much of our 
easure comes from conversation, read- 
1g, music, and the drama, and one’s 
upacity to derive full enjoyment from 
ay one of these diversions is dependent 
itgely upon his general education. 
Many a person, notwithstanding this 
ck of specific, academic credentials has, 
y intelligent observation and _ self- 
udy, partially made up for the lack of 
itly academic training. Even in such 
1instance, however, it is usually desir- 
dle for the person to organize his study 
‘cording to accepted educational stand- 
ids and to receive credit for each sub- 


‘finite standard, 
ful in the event he desires to qualify 
r admission to the bar, for the certifi- 
‘te of certified public accountant, or 
t any other ek ical examination. 
For many years the State of New York 


has stimulated study on the part of 
employed men and women by granting 
credits in academic subjects. Examina- 
tions have been held three times a year 
under the direction of the State Educa- 
tion Department. It has been possible 
for any one to sit in these examinations, 
regardless of, his previous scholastic 
record. It has sufficed if he could demon- 
strate his ability to pass the tests set 
in the various subjects. Many employed 
men and women have thus been en- 
couraged to build’ up their academic 
education. Some candidates have pre- 
pared entirely by self-study, especially 
in subjects such as English, history, 
and economics, while other candidates 
have made preparation in evening high- 
school classes or in evening private- 
school classes. Preparation of this kind 
has been particularly helpful in the 
languages, mathematics, and sciences. 

The academic education thus gained 
by employed men and women has often 
stimulated an interest in higher educa- 
tion. There are many instances in which 
a student who had thus obtained his 
Regents’ credentials has gone ahead 
with the study of subjects of college or 
university grade; and many men and 
women have taken courses of a technical 
or professional character after complet- 
ing their academic studies. 

A recent ruling made by the Regents 
is to the effect that no one will be ad- 
mitted to the examinations after Janu- 
ary 1, 1928, unless he shall have pre- 
viously studied the subjects in which he 
seeks credit, in high schools or in other 
approved institutions of learning. The 
requirements can be met by attendance 
upon evening high schools or other ap- 

roved evening schools without inter- 
cad with ordinary employment. 
However, the necessity for attending 
regular classes conducted on the ordin- 
ary high-school basis may retard some- 
what the mature man or woman who 
has the developed capacity for self- 
study. Attention is called to this mat- 
ter in order that persons who are inter- 
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ested in obtaining academic credentials 
on the basis of self-study or on the basis 
of knowledge already acquired, may 
enter the examinations and obtain the 
credits between now and the first of 
January, 1928. 

It is a good time, therefore, for the 
employed man or woman to take stock 
of his academic assets. If you have 
high-school credentials but have not 
had the benefit of college work, lay out 
a course of definite reading and study 
that will enable you to obtain at least 
part of the advantages enjoyed by. the 
man or woman who has college or uni- 
versity training. If you have less than 
a high-school education, it is particu- 
larly desirable that you should take 
immediate steps to obtain the academic 
foundation needed for the ordinary af- 
fairs of business life. 
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Pace Pins 
HE 


/ 

/ 

/ 

/ Institute has on 
j hand at the Cashier's 
( office, a limited supply of 
/ Pace monogram pins. They 
/ are supplied in two grades 
/ —gold and gold-plated— 
/ with either screw or pin 
/ fasteners. The pin fasten- 
/ ers have a patented safety 
) catch. 

/ While the present supply 
/ lasts they may be pur- 
/ chased at the following 
(prices: 

ee CTO LCee eee ae ee I.00 

(- < Goldeplated...g¢ 
/ 

/ 
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PACESINS LEU 
CASHIER'S OFFICE 
30 Cuurcu St., New Yorx 
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Financing the Chain Store—A Vital — 
Problem of Modern Business 


Essentials of System for Financing a Chain of Re- 
tail Outlets 2» Rapid Turnover of Merchandzse 
-» Examples of Acceptance Agreement and Trust 
By J. Puitip Gass, C.P.A. 


cash-and-carry chain-store organ- 

ization are simple, as the mer- 
chandise customarily is sold and pay- 
ment is received for it before settlement 
of the purchase obligation for the goods 
is rate with the supplier. To a large 
degree, the profit results depend upon 
rapid turnover of merchandise; and the 
aim at all times is to carry only sufh- 
cient stock for current needs. Despite 
the fact that the merchandise turnover 
is usually very rapid, commodities are 
sometimes purchased in sufficient quan- 
tities to last for comparatively long 
periods of time—particularly commodi- 
ties which are seasonable in nature as to 
production, but which are. salable 
throughout the year. 

In order to finance the purchase of 
commodities for future use if the funds 
are not immediately available, the 
chain-store organization may sell or dis- 
count its own commercial paper; or it 
may make arrangements with banks 
whereby the banks will undertake to 
honor drafts drawn upon themselves 
by the chain-store organization. The 
drafts so accepted are sold later through 
the commercial-paper market. The 
latter method, which has been made 
use of by one of the largest chain-store 
organizations in the country, will be 
described. 

The first step is the establishment of a 
line of credit with the bank—that is, 
the obtaining of the bank’s agree- 
ment to accept the draft or drafts up to 
a specified amount. The agreement is 
in writing and specifies the amount of 
the credit, the conditions under which it 
is established, the compensation to be 
paid for acceptance of drafts, and other 
matters of similar import. The agree- 
ment recites that the chain-store organi- 
zation may draw drafts upon the bank 
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Pa financial requirements .of a 
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(each draft to be accompanied by such 
documents as may be specified by the 
bank) for a stated consideration, and 
that the bank will honor the drafts at 
maturity. A small commission is pay- 
able to the bank for lending its credit. 
This rate of commission depends some- 
what upon the financial standing of the 
organization to which the credit is 
extended. A typical acceptance con- 
tract is shown in Form 1, (page 8). 

Shipments of merchandise purchased 
by the organization to which the credit 
is to be granted are usually consigned 
to public warehouses. It is, of course, 
preferable that the merchandise be con- 
signed to warehouses located near the 
warehouse and storerooms operated by 
the chain-store organization. A subsid- 
iary corporation may be organized by 
the borrower organization to exercise 
the function of public warehouseman. 
The bank, however, prefers an inde- 
pendent public warehouse, because it is 
thereby enabled to secure better control 
over the merchandise that forms the 
security for the draft. 

Upon arrival of the goods at the 


warehouse, a negotiable warehouse re-_ 


ceipt, giving full details as to quantity, 
value, and other details of the goods 
placed in the keeping of the warehouse, 
is issued to the chain-store company. 
In addition, the warehouse receipt con- 
tains a provision that the merchandise 
shall be delivered by the warehouseman 
only on surrender to him of the ware- 
house receipt properly endorsed by the 
person to whose order it is issued. 

The company draws a draft to its own 
order and attaches to the draft the 
negotiable warehouse receipt and such 
other documents (insurance policy and 
the like) as may be required by the 
bank.. Upon presentation of the draft 
to the bank, the warehouse receipt and 
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other documents that may be requit¢ 
are thoroughly examined; and if the 
are found to be in proper order and cot 
form to the requirements of the ai 
ceptance agreement, the draft is a 
cepted by the bank. | 

The draft thus becomes a primat 
obligation of the bank and the secon 
ary obligation of the drawer (the chai 
store organization). As one of the mo} 
desirable forms of high-grade cred 
instruments, the draft can be sold in tk 
commercial-paper market at a compafi 
tively low rate of discount, because «| 
the combined strength of the bank an 
the chain-store organization. The dra 
having been drawn to its own order b| 
the chain-store organization, must | 
indorsed without qualification in ord( 
to be fully negotiable. When the dra} 
is sold, the funds obtained are availab| 
for the immediate use of the organizi 
tion. The draft isin ordinary form. | 

After acceptance of the draft, th) 
bank retains in its files the documeni| 
that accompanied the draft, includin| 
the warehouse receipt. The warehous 
receipt, it will be remembered, contait 
a provision that the merchandise ma 
be withdrawn from the warehouse on 
ppa presentation to the warehousema 
fo) 


a 
the warehouse receipt properly et 
dorsed by the firm or person named | 
the face of the document. By the term 
of the warehouse receipts act, the waft 
houseman may not legally permit 
withdrawal of the merchandise with 
presentation and surrender to him 
the warehouse receipt. If the b 
retains possession of the wareho 
receipt, the chain-store organiza 
cannot secure control or possessio 
the merchandise without permission 
the bank. Should the warehouse 
by any chance permit the chain-st 
organization to secure the merchandi 


vithout production of the negotiable 
yarchouse receipt, he would be liable 
o the bank for any loss'that the bank 
night sustain by reason of the with- 
lrawal of the merchandise. The bank 
s thus protected. 

It frequently becomes desirable for 
he chain-store organization to be per- 
utted to withdraw part of the mer- 
handise prior to the maturity of the 
raft. The chain-store organization 
lay make payment to the bank of a 
roportionate part of the indebtedness. 
he bank will send its representative 
9 the warehouse with the warehouse 


eceipt, and the proper quantity of, 


terchandise will be withdrawn and 
umned over to the chain-store company. 
t the maturity of the obligation, the 
alance of the loan is paid, and the 
arehouse receipt for the remainder of 
te merchandise is returned to the 
1ain-store company. 

The chain-store organization, for 


,. ie —_——————— 


The Pace Student, May, 1926 


some reason, may not be in a position 
to make payment against the loan, but 
yet it may be desirable that it receive 
the merchandise from the warehouse 
for epuRRoses of sale, in order that the 
funds may be available to meet the 
obligation at maturity. Under such 
circumstances, the bank may surrender 
the warehouse receipt to the chain- 
store company without any payment 
against the loan. In order that the 
bank may be protected, however, it 
will require the chain-store organiza- 
tion to execute a document known as a 
“trust receipt.’’ This instrument re- 
cites that the chain-store organization 
acknowledges the receipt of the ware- 
house receipt; that the warehouse re- 
ceipt and the goods covered by the 
warehouse receipt are held in trust for 
the bank; and that if any of the mer- 
chandise is disposed of, the proceeds 
will be turned over to the bank and 
applied in reduction of the indebtedness 
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_ Received from City Metropolitan Bank of New York the documents of 
title noted below to the following described merchandise. the property of 


the said bank, viz.: 


BOrder BillofLading.............. 
Negotiable Warehouse Receipt. .... 
monsular'Invoice. 02.5 ....0..... 
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acquired by the said bank pursuant to Acceptance Agteemcntaygaeeeaa. 


_ between the said bank and the undersigned, dated 


oo... EQ: 2 


It is understood, and in consideration of the delivery of the said docu- 
ments to the undersigned, it is agreed as follows: 


The said documents and control of the said merchandise are entrusted 

to the undersigned for the sole purpose of obtaining possession of the said 
_metchandise and holding the same as the property of the said bank, with 
authority to sell the same for the said bank, but without authority to 

| pledge, and in the event of sale as aforesaid the undersigned will im- 
_mediately deliver the same to the purchasers, and collect the proceeds 


of sale, and deliver such proceeds to the said bank in 


collected. 


i 


whatever form 


All the obligations and other terms of the said agreement are made a 


part hereof and reaffirmed, and the said bank shall be and remain owner of 
the said merchandise and the proceeds thereof, with the full rights per- 
taining to such ownership, including the right at any time to take pos- 
session of the said merchandise and proceeds wherever found, and to 


collect the proceeds of sale. 


ue 


Form 2—Trust Receipt 
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of the chain-store organization to the 
bank. In this way, the sale of the mer- 
chandise is facilitated; and unless the 
borrower is dishonest, the bank is fully 
secured, since the proceeds of the sale 
become the property of the bank. A 
typical form of trust receipt is shown 
in Form 2. 

Sometimes the accommodation is 
given on the basis of merchandise which 
is still in transit—that is, merchandise 
which is still on the railroad cars. 
Under such circumstances, the bank will 
require that the draft be accompanied 
by an order bill-of-lading, issued i the 
railroad company at the time it received 
the merchandise for shipment to the 
chain-store organization. The order 
bill-of-lading recites that the merchan- 
dise will be surrendered at destination 
point only to the order of the person 
or firm named on the face of the docu- 
ment. It will be apparent, that if the 
bank secures possession of the order 
bill-of-lading at the time the draft is 
accepted, the bank controls the mer- 
chandise in much the same manner as 
if the merchandise were in a warehouse 
and the bank held a negotiable ware- 
house receipt. When the goods arrive 
at destination, the bank arranges for 
the receipt of the goods from the rail- 
road company and surrenders the order 
bill-of-lading. The goods are then 
placed in a public warehouse, and a 
negotiable receipt is issued by the ware- 
houseman and is turned over to the 
bank. The procedure thereafter is the 
same as if the merchandise had been in 
the public warehouse at the time the 
accommodation was negotiated. 

The foregoing matters present little 
difficulty in connection with the finan- 
cial accounts of the chain-store organi- 
zation. At the time the draft is pre- 
sented to the bank and is accepted, the 
chain-store company comes into pos- 
session of a salable negotiable instru- 
ment, but at the same time it incurs a 
liability to the bank for a similar 
amount. Entry, accordingly, is passed 
as follows: 


Unsold bankers’ acceptances.. xx 
To Liability to bankers for 
acceptances payable...... XX 
For draft under acceptance 
agreement number......... 


The arrangement, as has been indi- 
cated, usually contemplates that the 
bank shall receive a commission on the 
transaction, this commission being com- 
pensation to the bank for lending its 
credit to the arrangement. Accord- 
ingly, additional entry may be passed 
as follows: 
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City MeEtrropo.iTan Bank, 
New York, N. Y. 
Dear Sirs: 

We hereby request you to accept, from time to time, for our account, drafts drawn on you by us from time to 
time upon or after the date Hera 

In consideration of your accepting any such draft, we hereby agree as follows: 

1. We shall pay to you in New York Clearing House funds, not later than one day before the maturity of 
each draft accepted by you, an amount sufficient to cover such acceptance, your commission thereon, interest at 
the prevailing rate where chargeable, and all pertinent expenses. 

2. We hereby pledge with you as collateral hereunder the property involved in the transaction in connection 
with which any such draft is drawn, the documents covering which property we hereby agree to deliver to you, 
when required by you. 

3. We hereby recognize and admit your ownership in and unqualified right to the possession and disposal 
of all property covered by documents delivered by us to you as collateral hereunder, whether or not released to 
us On trust receipt or otherwise, and also in and to all shipping documents, warehouse receipts, policies, or cer- 
tificates of insurance and other documents received by you hereunder, and in and to the proceeds of each and all of 
the foregoing, until such time as all the obligations and liabilities of us to you at any time existing hereunder or 
otherwise have been fully paid and discharged, all as security for such obligations and liabilities; and that all or 
any of such property and documents, and the proceeds of any thereof, coming into the possession of you or any 


of your correspondents, may be held and disposed of by you as provided in this agreement; and the receipt by you, | 


or any of your correspondents, at any time of other security, of whatsoever nature, including cash, shall not be 
deemed a waiver of any of your rights or powers herein recognized. 

4. We agree at any time and from time to time, on demand, to deliver, convey, transfer, or assign to you, as 
security for any and all of our obligations and liabilities hereunder, and also for any and all other obligations 
and liabilities, absolute or contingent, due or to become due; which‘are now or may at any time hereafter be 
owing by us to you, additional security of a value and character satisfactory to you, or to make such payment 
as you may require. We agree that all property belonging to us, or in which we may have an interest, of every 
name and nature whatsoever, now or at any time hereafter delivered, conveyed, transferred, assigned, or paid to 
you, of coming into your possession or into the possession of anyone for you in any manner whatsoever, whether 
expressly as security for any of the obligations or liabilities by us to you, or for safe-keeping or otherwise, including 
any items received for collection or transmission and the proceeds thereof whether or not such property is in whole 
or in part released to us cn trust receipt or otherwise, are hereby made security for each and all such obligations 
and liabilities. 

We agree that upon our failure at all times to keep a margin of security with you satisfactory to you, or upon 
the making by us of any assignments for the benefit of creditors, or upon the filing of any voluntary or involuntary 
petition in bankruptcy by or against us, or upon the application for the appointment of a receiver of any of our 


property, or upon any act of bankruptcy or state of insolvency of us, all of such obligations and liabilities shall 


beccme and be immediately due and payable without demand or notice, notwithstanding any credit or time 
allowed to us, or any instrument evidencing any such obligations or liabilities or otherwise; and we, as to property 
in which we may have interest, expressly authorize you in any such event, or upon our failure to pay any of such 
obligations or liabilities when it or they shall become or be made due, to sell immediately, without demand for 
payment, without advertisement and without notice to us or any of us, all of which are hereby expressly waived, 
any and all such property, arrived or to arrive, at private sale or at public auction or at brokers’ board or otherwise, 
at your option, in such parcel or parcels and at such time or times and at such place or places and for such price 
or prices and upon such terms and conditions as you may deem proper, and to apply the net proceeds of such sale 
or sales, together with any balance of deposits and any sums credited by or die from us in general account or 


otherwise, to the payment cf any and all our obligations or liabilities to you however arising. If any such sale 
be at brokers’ board or at public auction you may yourself be a purchaser at such sale, free from any right of ~ 


redemption, which we hereby expressly waive and release. 


We will bear and pay all expenses of every kind (including all charges for legal services) of the enforcement — 
of any of your rights herein mentioned or of any claim or demand ty you against us, or of any actual or attempted 
sale, exchange, enforcement, collection, compromise, or settlement of any such security, and of the receipt of © 


proceeds thereof, and will repay to you any such expenses incurred by you. 
5. Ycu shall not ke deemed to have waived any of your rights hereunder, unless you or your authorized 


agent shall have signed such waiver in writing. No such waiver, unless expressly as stated therein, shall be 
effective as to any transacticn which cccurs subsequent to the date of such waiver, nor as to any continuance of a ~ 


breach after such waiver. 


6. The word ‘‘prcperty’’ as used in this agreement includes goods, merchandise, securities, funds, choses in 
acticn, and any and all other forms of property, whether real, personal, or mixed, and any right or interest therein. | 


r> 66 > 66 , 


7. If this agreement is signed by one individual, the terms ‘‘we,”’ “‘our,’’ “‘us,’’ shall be read throughout as © 
me,’’ as the case may be. If this agreement is signed by two or more parties, it shall be the joint — 


rk Pe xi 


‘ ae %? ‘ ‘my, 
and several agreement of such parties. 
Very truly yours, 


Form I—Acceptance Agreement 
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ankers’ commission on ac- 

Ceptance contracts......... xx 
OS a xx 


yr commission to bank under 
acceptance agreement num- 


SS 


Under some circumstances, the pay- 
2nt of the commission may be deferred 
til maturity of the obligation. In 
is instance, the credit would be to 
¢ account designated as “‘liability to 
okers for acceptances payable,’” in- 
ad of to cash account. 

When the accepted draft is negotiated 
d sold, in the commercial-paper 
tket or privately, entry is passed as 
lows: 


1. @.€ 
scount on bankers’ accept- 
eee, XX 

To Unsold bankers’ ac- 
ete i xXx 


-sale of draft number— 


f the merchandise remains in the 
tehouse during the entire lifetime 
the obligation, the entry made at 
Maturity of the draft is as follows: 
ee eee 1S 4S SOMOWS: 


bility to bankers for ac- 
a Bapanre For)... 
Beast eS. 
‘payment to bank to take 
p draft under acceptance 
gteement number— 


during the lifetime of the obligation, 
chandise may be withdrawn from 
warehouse under trust receipt and 
l, and the proceeds turned over to 
bank in accordance with the terms 
the trust receipt. Entries would be 
le as follows: 


nt oe oe ae Xx 
Te xx 
sale of merchandise. 
bility to bankers for ac- 

Xx 


ee Paya Caer, 
ER AQ 
payment of cash received 
om sale of merchandise 
ithdrawn on trust receipt. 


te bank is sometimes lenient in 
2ct to carrying out the terms of the 
* feceipt, and the chain-store or- 
zation is sometimes permitted to 
m the cash in its own funds until 
maturity of the obligation—that is, 
Chain-store organization is not 
sd to turn the cash over to the bank 

each sale is made. In such in- 
ves, the cash account is credited 
the liability account debited only 
€ maturity of the obligation, when 
matire debt is paid in one amount. 


pity, 
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Consider the F act-finding Abzlzty 


Outstanding Ability of Accountant eo Develop- } 
ment of thts Ability Important from Vocational 
Viewpoint 2» Ability Can be Acquired 2% oo 


PACT-FINDING is a very important 

part of every person’s business. 
Whether you are buying a suit of clothes, 
an automobile, or a house, you can not 
act intelligently and with safety unless 
you have ascertained fully and accu- 
rately certain facts that bear on the pro- 
posed purchase. The same need for 
facts is found when you are considering 
a new position, the choice of a course 
of study, or the selection of a place for 
your summer vacation. Every conclu- 
sion that you make is based either upon 
certain facts, or upon your assumption 
that certain facts exist. 

The community, as well as the indi- 
vidual, must also ascertain facts as a 
basis for judgment. Witness, for exam- 
ple, the Senate inquiry into conditions 
existing under the 18th Amendment and 
the Volstead Act. Wets and drys are 
presenting such facts as are available 
on the gigantic national problem of 
prohibition. Eventually, the judgment 
of the people as to the desirability of 
the continuance of the present law will 
be determined on the basis of the eco- 
nomic.and other results obtained. Just 
now the people are anxiously awaiting 
full information as to the facts. 

The fact-finding ability is one of the 
most important vocational abilities that 
a man can possess. This ability is 
rarely or never an inherited or natural 
ability, but is acquired by patient effort. 
One learns in the study of mathematics, 
that all the facts that bear on a problem 
must be taken into consideration in 
order’ to obtain the correct solution. 
In the natural sciences, likewise, one 
must have the basic facts in order to 
obtain the correct solution of a problem. 
While the schools, by instruction in 
these and other subjects, emphasize the 
importance of fact-finding, it is a lam- 
entable fact that the majority of 
people make innumerable decisions with 
respect to their personal affairs without 
obtaining, in the particular instance, 
reliable information of the facts in- 
volved. 

Many of us, therefore, can well afford 
to give thought to the development of 
this important success quality. The 
study of many vocational subjects im- 
proves the fact-finding ability. The 
study of law, for example, develops the 


ability to ascertain facts as to contract- 
ual relations. The study of engineering 
develops the ability to handle mechani- 
cal and mathematical matters of all 
kinds. 

Accountancy is one of the best of the 
studies to develop the fact-finding 
ability, because it requires one to ascer- 
tain facts with respect to business con- 
ditions, with respect to legal relations 
growing out of business transactions, 
and with respect to efficiency in organi- 
zation and management. The public 
accountant, particularly, is a profes- 
sional fact-finder—a professional man 
who investigates enterprises of every 
kind, profit and non-profit, for the 
purpose of ascertaining facts relating to 
their financial condition and to the 
results of their operations. 

Analyze the causes of the success of a 
leader in business affairs, and you will 
invariably find that he is able to ascer- 
tain the essential facts with respect to 
any proposition that comes before him 
for decision. Analyze the causes of 
the failure of an unsuccessful man, and 
you will find almost certainly that he 
has taken important action on the basis 
of erroneous or inadequate facts. 

In driving an automobile, if the fo 
is so thick, or the glare of headlights 
is sO intense that you can not see the 
road ahead, you do not proceed on the 
theory that you have a clear roadway. 
You wait until you have your facts. 
Likewise, in any business or personal 
proposition, it is dangerous to drive 
ahead until you have your facts. 

Give full consideration, therefore, in 
your program of self-development, to 
the improvement of your fact-finding 
ability. As you go along in your daily 
affairs, seek to obtain complete facts 
on any subject upon which you must 
make a decision. Do not express opin- 
ions, or take important steps of any 
kind, on the basis of assumed facts. 

In addition to developing this im- 
portant ability by practicing daily on 
obtaining accurate states of fact, it is 
profitable to undertake a study of some 
vocational subject that will provide a 
technical ability in the ascertainment 
of facts—such an ability as that pos- 
sessed by the lawyer, the engineer, or 
the public accountant. 


President West, American Institute of Accountants, 
Talks on the History of Accountancy + Copies 
of Paciol’s “Double Entry” in Institute Library 
2» Next Meeting of Association in September eo 


RESIDENT William H. West, of 
P the American Institute of Ac- 
countants, was greeted by a large 
audience at the final spring meeting and 
luncheon of the Pace Alumni Associa- 
tion, at the Machinery Club, Saturday, 
April 17th, and for more than an hour 
held his audience with an interesting 
discussion of the history of accountancy, 
and of the activities of the American 
Institute of Accountants. Since the 
meeting, many members of the alumni 
association have taken occasion to tell 
its officers of the pleasure and profit 
they derived from this particular meet- 
ing. It was announced that the next 
meeting will be held in September, and 
plans have already been made for a 
program in the Fall that promises to be 
of exceptional interest. 

Mr. West, in describing the begin- 
ning of accountancy, took his audience 
back 4,000 years, saying that the first 
financial records of which any trace 
has been found were those baked on 
clay tablets, during the days of the 
Babylonian empire, and that these 
records apparently had to do with tax 
payments. There are records to indi- 
cate that the Greeks had auditors, and 
it is believed, according to Mr. West, 
that they were the first to take this 
forward step in keeping and checking 
records. 

The first description of double-entry 
booking that has been found is that 
written by a monk, Pacioli, in Italy. 
So far as is known there are but four 
copies in existence of the book that he 
wrote, and two of those copies, Mr. 
West stated, are in the library of the 
Institute. He invited the members of 
the association to come and inspect 
these books, and also to make use of 
the facilities of the library. Mr. 
Schaeberle, executive secretary of the 
association, is a member of the Insti- 
tute, and volunteered to give any mem- 
bers of the association who wished to 
use the library the necessary cards of 
introduction. 


Io 


Mr. West said that he believed it 
remarkable that accountants are today 
using the very principles that Paciol1 
laid down in the latter part of the 
fifteenth century. He paid a tribute to 
the foresight and clear thinking of this 
monk. 

Development of accounting societies 
in Scotland, and later in England, and 
the beginning of accountancy in this 
country were described. It will be 
forty years in 1927 since the first na- 
tional organization of accountants was 
formed in this country, the organiza- 
tion which was the forerunner of the 
American Institute of Accountants. 

It was the desire to set standards to 
which accountants might adhere in 
their public practice that led to the 
organization of the Institute in its 
present form, Mr. West said. He spoke 
briefly of those standards, and of the 
requirements for admission, which in- 
clude a thorough Pay education 
and a number of years of experience. 
He told of the assistance that the Inst1- 
tute has given to various educational 
institutions in setting up courses of 
study for the preparation of those who 
would enter the practice of accountancy. 
Mr. West stated that public accountants 
were slowly but surely working to the 
point where accountancy will, in the 
public estimation, take rank with the 
older professions of law and medicine. 

Mr. West expressed a cordial interest 
in the activities of the association, and 
emphasized the fact that the Institute 
desires to be of assistance in any way 
it can in the advancement of the pro- 
fession of accountancy. 

President Swenson announced that 
the meeting would be the last meeting 
of the alumni association until the 
third Saturday in September. He specif- 
ically reviewed the constant growth of 
the alumni association since its organi- 
zation about a year ago and outlined 
some of the big things which were in 
store for the association next Fall, 
among which he mentioned the Sep- 
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tember election, the October dinnet: 
dance, the November graduation and 
the sponsoring of the dance that even: 
ing by the Alumni Association, and| 
Saturday afternoon field trips. Mr, 
Arthur Tucker, assistant secretary for! 
Public Affairs, American Institute, was 
introduced to the members of the as 
sociation. After the transaction 


routine business, the meeting adjourned) 


=) 


Control of Deposited 4 
Funds | 


A RELATIVELY simple procedute| 
whereby funds on deposit may be 
controlled and cae when it if) 
desired to maintain business relations) 
with several depositories, involves tht 
use of one bank in which all deposit 
are made, and of one or more othe 
banks, as may be necessary, for th 
handling of disbursements. i 
This procedure is made use of by 
many large business organizations. A) 
desirable adaptation of the procedure 
lies in the use of a single bank account 
for disbursements for a specified purpos 
For instance, if the accounts payable 
voluminous, and separate fedgeet att 
kept in sections, a separate bank ac 
count for disbursements covering eatli 
section of the accounts payable ledg 
facilitates the transfer of funds from th 
deposit bank to the bank covering an} 
one section of the ledger. Likewise,1 
Pane are to be made to persons 1 
oreign countries where checks issu 
are likely to be outstanding for rela 
tively long periods, a separate bank 
count may be provided, thus reliev: 
a general bank account of the burae 
of these items. The expedient is alst 
used in the payment of dividends ant 
of interest on bonds. 4 
It is possible to avoid by this meam 
the necessity for selecting individu 
vouchers, and indicating from which 
several banks they are tobe paid. ~ 


Gross Margin vs. Gross 
Profit—a Matter of 
Terminology 


ECENTLY a number of retail as- 

sociations raised objection to the 
ise of the term “‘gross profits’’ in 
evenue statements, on the ground that 
he large mark-up in terms of gross 
wofit prejudices their customers and 
he public against them because of con- 
usion of gross profits with actual net 
ofits. They would prefer the use of a 
erm such as ‘‘gross margin’’ or other 
erm that clearly avoids the inference 
hat the so-called ‘“‘profits’’ involved 
re net to the concerns which make 
hem. 

Problems such as this warrant the 
areful thought of accountants and 
tudents of accountancy generally, in 
tder that from their experiences and 
tudy there may be evolved in time a 
candardized and gemierally accepted 
ccounting terminology. The account- 
acy profession stands in great need of 
ich a terminology. 

What is your opinion as to the merits 
f the objection raised by the retail 
ssociations referred to? Consider it 


uwefully, and let the Editor have the . 


‘sults of your deliberation. 


Computing Depreciation 
for Tax Purposes 


-)yEPRECIATION ordinarily begins 
— to accumulate at the time a unit of 
juipment or a building is put into ser- 
ce. Notwithstanding this fact, it is a 
»mmon custom for many accountants 
id bookkeepers to use as a basis for 
te computation of depreciation the 
ulance of the asset account as it ap- 
‘ars at the beginning of the account- 
g period, while others adopt the 
ulance of the asset account as at the 
ose of the accounting period. If there 
us been no change in the balance of the 
set account during the period, either 
isis may be adopted. If there have 
‘en additions or retirements of equip- 
ent or both, appreciable error may 
sult. 
The matter has received the attention 
‘the Treasury Department in connec- 
on with the determination of income 
x, and is discussed in a ruling known 
Income Tax Ruling 1158. The ruling 
lame on page 173 of Cumulative 
letin I-1 of the Internal Revenue 
ulletin Service, issued through the 
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Superintendent of Documents, Govern- 
ment Printing Office, Washington, 
D. C., and is still invoked in the review 
of tax returns by the Income Tax Unit. 

It was the opinion of the office issuing 
the ruling that neither the opening nor 
the closing balance of the asset accounts 
is the proper valuc upon which to base 
depreciation allowances for any taxable 
year in which improvements, additions, 
or betterments have been made to de- 
preciable property, or in which deprec- 
lable assets have been abandoned or 
scrapped. If the opening balance is 
used in such cases the taxpayer will not 
be given the benetit of a deduction for 
the amount of depreciation sustained in 
the taxable year on the additions made 
during the year, while a deduction 
would be allowed for a full year’s depre- 
ciation on the assets discarded during 
the year. On the other hand, if depre- 
Ciation is computed upon the closing 
balance, the taxpayer would not be 
allowed a deduction for any deprecice 
tion sustained during the year upon the 
assets abandoned, while a deduction 
would be allowed for a full year’s depre- 
Ciation upon the assets acquired during 
the year. 

The office was also of the opinion that 
in such cases the proper allowance for 
depreciation of the assets acquired or 
discarded during the year is that pro- 
portion of the depreciation of such 
assets for the entirc taxable year which 
the portion of the year during which the 
assets were used in the trade or business 
bears to the full taxable year. 

It was held, therefore, that deprecia- 
tion should be computed for the entire 
taxable year only upon those assets 
which were properly included in the 
opening balances of the depreciable 
asset accounts, and which were not 
abandoned or scrapped during the tax- 
able year. Depreciation should be com- 
puted on each assct discarded during 
the year at the proper annual rate for 
the period from the beginning of the 


year to the date the asset was aban- 


doned, and upon cach improvement, 
addition, ‘or betterment made during 
the year the cost of which is not de- 
ductible from gross income as a business 
expense, at the proper annual rate for 
that portion of the taxable year inter- 
vening between the date the improve- 
ment, addition, or betterment was 
made and the close of the taxable year. 
* The foregoing sets forth the treat- 
ment that is technically correct. The 
Treasury Department, however, permits 
a deviation trom the procedure outlined 
when practicality indicates a deviation 
desirable. The ruling mentioned states 
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that if in any case the improvements, 
additions, or betterments made or the 
assets discarded were, during the tax- 
able year, so numerous and in such small 
amounts that the time and labor in- 
volved in computing depreciation in the 
manner above described upon each 
Separate improvement, addition, or bet- 
terment or asset abandoned would be so 
disproportionate to the resulting change 
in tax liability as not to warrant depre- 
ciation being so computed, such changes 
in the depreciable assets may be con- 
sidered to have occurred ratably during 
the year. In such cases, depreciation 
may be computed upon the average of 
the opening and closing balances of the 
assct account, such average being deter- 
mined by adding together the balances 
at the beginning and the end of the tax- 
able year and dividing by 2. 


Class of 1928, Pace 
Insitute 


HE class of 1928 embraces a member- 
ship of over seven hundred students 
at Pace Institute. The membership 
represents a part of the students who en- 
rolled during 1925 and who, upon fulfil- 
ment of the scholastic requirements of 
the Institute, will be entitled to gradu- 
ate as the class of 1928. 

The class has been organized for the 
purpose of bringing the members to- 
gether in social functions between now 
and the time of graduation. A dinner- 
dance will be held at the Hotel St. 
George, Brooklyn, on Saturday evening, 
May 22. 

Elections of officers were held in the 
classrooms of the Institute on April 
5, 6 and 7. From the list of nominees 
selected by the executive committee, 
the following officers were elected: 
President, Thomas Jones, B 6301, Comp- 
troller’s Dept., Standard Oil Co. of 
N. J.; Vice-president, Warren Ball, 
B 6305, Accounting Dept., Interna- 
tional Nickel: Co.; Secretary, Miss 
Margaretta Clough, C 6403, Accounting 
Dept., Porter Adv. Co.; Treasurer, W. 
A. Bigg, C 6401, Asst. Treasurer, Pru- 
dence Company, Inc.; Faculty Advisor, 
JeG Myer; C.PoASCNG TS: 

The executive committee of the 
organization consists of: Thomas D. 
Jones, B 6301; Nathan Herman, B 6302; 
C. Norman Lopez, B 6303; W. J. Saun- 
ders, B 6304; Warren W. Ball, B 6305; 
Warren C. Trested, B 6306; Jerome J. 
Kern, C6401; Anthony J. Fanelle, 
C 6402; Russell C. Wolfe, C 6403 ; James 
A. Grieg, C 6404, and D. A. Dunbar, 
A 6101. 


Determination of Manufacturing Costs : 


Proposition from Pace Finals 2» Solution with Ilus- 
trative Entries 2» Ratio of Direct Labor to Overhead 
sx By the ASSOCIATE EDITOR 


an enterprise that is engaged in 

manufacturing is one of universal 
interest to the accountant. The deter- 
mination of the cost of production, and 
the related question of valuations ap- 
plicable to inventories, are matters of 
serious moment, since errors made in 
respect to these matters are likely to 
cause Over-statement or under-statement 
of financial condition and of profit out- 
come. 

The proposition that forms the basis 
for this article offers a good opportunity 
for determining the nature of those 
items which are chargeable as costs of 


ghee problem of recording costs in 


2M 


production. In addition, other matters 
of interest in connection with corpora- 
tion accounting are considered. 


Proposttion 


The following trial balance was taken 
from the books of David Manufactur- 
ing Company as at December 31, 1925: 

The following items have not been 
given consideration in the above trial 
balance figures: 


DAVID MANUFACTURING COMPANY 


Trial Balance as at December 31, 1925 


Name of Account 


§ 9 dean 25 dpe. Nas amie mora a ee ee 
g. -Buildings (Shop). 2rc ae ee ee 
14> Machineryith..). 1.1 ipeter noel” eager 
78.0" Cash 4: Stat aca ees eee acl Ore ere ier 


27 Raw Materials Inventory, January 1, 1925... 
35 Finished Stock Inventory, January 1, 1925... 


39 Work-in-Process Inventory, January 1, 1925: 


Mater allie iten ccate i tans eee eee are 
La bORe hen cock ete SO EO EES 


43 :Accounts Payable:Control.’............2...+ 
51 -Office Furniture and Fixtures............... 
57 wNotes Payable... spice ter: Se nar oe 
63 Six per cent. First Mortgage Gold Bonds.... 
65 ‘Raw Material Purchases..............+-+. 
69 Freight Inward on Raw Materials.......... 
73) AVA Gea C3 AR ave edn cacheva ce\evcks Ee ne eseas Ae Sicha 


Sr° Shop Supplics: aa. 2) -payyrls os eerie eres 
85 Shop Light, Heat, and Power .../....2--.. 
89: Shop upsitantess) cy toe) eee ee 
93 Shop; General Expenses... 22.3.2. - 3): 
97 Discount on Sales. <2... 0 eee. ee a 
Interest,onebondse s.oh see eeee = i 


General Office Expense 


Ji 3k 


General Office Salariesser se aie ees cients 
Freight Outward on Sales... .. 2.5. ..5.%-> 
Interest on Notes Payables>-.-2.>.--. 2... 
Returned Sales and Allowances............. 


Miscellaneous#liacome nd. eee 
Reserve for Depreciation of Building........ 
Reserve for Depreciation of Machinery...... 
Gapital Stockesn4 sane eer i pena 
Site plusyt). Ayaka cals opt cera a eee es 
eT EEASULY AS EOC Kee lake ere ees en ey ag aera 


Closing raw materials inventory...... $21,095.06 

Closing finished stock inventory..... 23,496.79 

Closing work-in-process inventory: 

Materials cic...+.%.. > + irre 26,271.9g 
IGabOt gic en. s': . +... Senter ieee: 60,897-5 ¢ 
Dr. Cr 

3 RI ohh aco eee $  SFQROOOOOWO) ss sole tec 
BR REP) cits AGOGOOIOO: | 52 laa 
Si aiRo-6 bo. dokate yO oeene DOREOOOLOOy (Mh. aise ses 
5ogbae SioSo eu canes SOMOS ALOU sisseiennicce 
Pe per eerste oe Pye + FOOZOS) og ses ve is 
5 ede eae ER eC R aE ePEe (5) $01 S703 05 a aN ape 
Berto kro nic ree eat as & PEWALSERD. he fides bie. 6 whe 
RPL eke $21,763.08 

ey mee 50,021.85 
Oca RNG 50,021.85 WONIBOGIGT Out ie\etsie s'-e 
PRRs aes . oe 69,989.93 
Gok Sis 56 Aa ROOT ae BEOOOHAT. | seis sass 
Ree eas: 45,000.00 
ROU ers | 325,000.00 
Foo Ce MoS eee TIDES O7EOO = Late svs ere 
eae ci ec SCE Re BEG OO? Sen bases ota + 
EEA oy SAR Dee DOORCOSE VAD “iain sys els 

Sia isis bs eee ae Ld SRA) = eee 
a aa citi eho See ean HORST EOS 9.3.35 
enema Pee Te. 5 DRS OF SA. ah ksieleie o! 
SSothte Sav rine OC Oe PARQSO:00 9s. ss. s 
OE Soe ke as Laer eee CREANOEO9 yf cen sos 
MNCS elai ole %ahs ces os A AST EN Ns) ae SE 
POONER opel a2 pate Da OLOO! ir eae. 
SOL Ao peo Oe AUP ST CO Diy coos she se 
Pate 3 Aenean OE eee BOOB u's sieksjureue 
Se ASS Wis cis cin aoe ABO OTE Ps So. sie, 0 
Ae trates ss Pe SOUHABY eae «ps 5 ats. 2 
otis Bac a eee ee BOO Sema wish.’ 
Midtecrk, cee: 678,461.73 
Yc ga oaeecek >.) —— 1,863.42 
oes. | 873.09 
res lO 19,456.32 
Lt. le 31,672.63 
Viet )l 360,000.00 
esac hens. anes 153,513.26 
2S TORO - anaes VONDOO!OOs Wiehe tries > 


$1,685 830.38 $1,685 ,830.38 


om Fezee) 


Overhead—to be computed on the 
basis of the ratio between total 
labor and total overhead. Carry 
percentage to four decimal places. 


Closing inventory of shop supplies... 3831-43 
Accrued payroll: ? 
Direct labor.) «0... sear 2,871.4 
Indirect labor. 2. eee 671.58 | 

Office salaries << :).-= eee 897.63 
Addition to Reserve for bad debts.... 1,845.82 | 
Six months’ accrued interest on bonds. 9,750.00 | 
Unexpired shop insurance........... 7:923-47 


Depreciation on shop buildings— i| 
4 fer cent. per annum 
Depreciation on machinery— a 
12% per cent. per annum _ 

Depreciation on office furniture and fixtures— | 
10 per cent. per annum > 

1% per cent. dividend declared December 20, 1925, 
payable January 10, 1926. q 
1,000,000 units were completed during the year. 
Submit: (a) entries to aie st and close the books. 
In closing, set up a cost cf manufacture account 
which will gather together all manufacturin 
costs, and a trading account which will show gross _ | 
profit; (b) tabulation showing details of cost of | 
production, subdivided as to material, labor, and | 
overhead, and showing unit cost, subdivided as 
to unit cost of total material, unit cost of tota 
labor, and unit cost of total overhead. 


Solution 


It will be advisable first to make such 
entries as may be necessary to effect the 
adjustments such as are common to al. 
closings. The matter of inventory will 
be considered separately. The adjusting 
entries ate shown ‘in (a) page 13. 

The adjusting entries are similar to 
those that are likely to be met with 1 
any closing of books. For that reason 
they will not be discussed in detail. 


Dividend Payable 


There is a statement in the proposi-_ 
tion to the effect that a 1% per cent 
dividend had been declared Decembei 
20, 1925, payable January 10, 1926. 
This dividend had fot been entered on 
the records at the time the trial balan 
had been drawn off. It becomes feces 
sary, therefore, to determine what con- 
sideration, if any, should be given to 
this dividend. | 

A dividend is, generally speaking, 4 
portion of surplus or surplus profits of a 
corporation that is definitely set apart 
by formal action of the board of dire¢ 
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Or setting up reserve. 


ors of the corporation, for the purpose 
f distribution to the holders of the 
apital stock of the corporation. In the 
roposition being considered, the divi- 
end presumably represents an amount 
f earned profits that are to be given to 
ae stockholders. 

The dividend was declared December 
9, 1925, but is to be paid to the stock- 
lders on January 10, 1926. When a 
ividend has been declared by the board 
f directors of a corporation, the act 
f such declaration definitely sets apart 
portion of the surplus, and to the ex- 
mt of such dividend declaration the 
ockholders become creditors of the 
wrporation. The liability of the cor- 
ration arises upon the declaration of 
te dividend, even though the dividend 
ay be payable at a future date. Ac- 
wdingly, it is proper that this divi- 
snd be set up in the accounts as a 
duction of the corporate surplus, and, 
‘the same time, as a liability. 

In connection with the dividend 
sclaration, the question arises as to 
hat the amount of the liability for 
vidends is. Reference to the trial 
lance will indicate that $10,000 of 
easury stock appears on the debit side 
the trial balance. This item presum- 
ly represents stock owned by tke 
‘tporation. A corporation should not 
‘Clare dividends on its own stock 


5S 35 Jbocae 7 ogg GUE oil Cleacene Clee Oe kens ee eee ae oe 2,871.45 
direct labor.... fat ONE AE ee ne ee, 671.58 
a ater 2 SERIES wane tale eeu i OI ie A a a 897.63 
To Accrued SPRL ccc cy: eee A Ae 4,440.66 
_ For setting up accrued payroll. 
MMI DUET EO NeREC OURS he ie he oe eee cinwe ce cute cesees 1,845.82 
Bement ie tortompria accounts... 2 5... os we cee nc decees sss. 1,845.82 
a RE 0 95750-00 
NETIC) JELCTESE WAVADIC acc dd- cs acs scenes cmdues dense eee. 93750-00 
‘or accruing interest on bonds. 
sss ness Sg TS 0 ee 7,923.47 
ESAT on Og Se Ce en a 7923-47 
‘Or setting up shop insurance unexpircu. 
Yepreciation on factory building and on machinery.................... 45 225.00 
memesct Vemor depreciation of building. .....5...... 622. c eee eee eee. 19,600.00 
Besctwesor crpecciarion Of Machinery... ......6:..0.6.00.000...- 25,625.00 
Or setting up depreciation as follows: 
meetOry Dullding= 4%-Of $49,000.00. . i ec es $19,600.00 
MemeMCEY, 12.94 9G O00205,,000.00- .. 2. sete ete 25,625.00 
$45,225.00 
eeclatiOn om sar orgtite ANG HXCULES.. 6.5 see. ee acces eee ee eee 280.65 J 
To Reserve tor depreciation on furniture and fixtures ................. 280.65 


or setting up depreciation on furniture and fixtures, 10 per cent. of $2,806.47 


(a) Adjusting Entries 


which it owns. Any liability for divi- 
dends attaches only to the extent of the 
dividends that apply to stock in the 
hands of stockhoiders. Accordingly, 
the dividend liability is on the amount 
of stock outstanding in the hands of 
stockholders—in this instance $360,- 
coo.oo of total capital stock, minus 
$10,000.00 of capital stock in the 
treasury, OF $350,000.00. 
The entry tollows: 


i 


known, respectively, as material, labor> 
and overhead or burden. It becomes 
necessary, therefore, to gather together 
all costs of the nature indicated. 

By reference to the trial balance, it 
will be apparent that aside from the 
accounts recording raw materials, and 
labor, the following accounts record 
costs of operating the factory: indirect 
labor; shop supplies; shop light, heat 
and power; shop insurance; and shop 
general expenses. None of the other 
elements appearing on the trial balance 
applies to the factory, but rather to 
general operations and financing of the 
undertaking. In addition, however, to 
the elements appearing on the trial 
balance that apply to the factory pro- 
duction, the element of depreciation on 
factory building and machinery, set up 
in one of the adjustment entries pre- 
viously given, should be considered. 

On the basis of the foregoing state- 
ment of items applicable to production, 
entry is formulated as in form(b) page 14. 

Reference to the proposition will 
indicate, however, that not all of the 
raw materials and shop supplies were 
consumed during the year. Adjustment 
must, therefore, be made to the cost of 
production account to give considera- 
tion to the inventories mentioned. The 
entry would be as follows: 

Raw materials inventory, 


December 31, 19........ 21,095.06 
Shop supplies inventory, 
Decempet 3; 19: ta ee 3,03 249 


To Cost of production. 
For setting up closing in- 
ventories. 


24,926.49 


Work-in-Process Inventory 


The problem states that there was a 
certain amount of inventory of work- 


DUDS tart la... . . Ae Stes Socio 
Dodividends pay ablgumn sects te ok. <len cos 


5,250.00 
5250.00 


For setting up diviaend declared December 20, 1925, payable 


January ro, 1926 (minute book page ..): 


Capital stock accountammeanmetiy... 2 e... 
TeessistOck in’ treasure ean. 


Brock Outstanding . . yMuevere. <2... 2. 
Beetle ee Ob ae 


$ 5,250.00 


Cost of Production 


Generally speaking, the cost of pro- 
duction in a manufacturing concern con- 
sists of the cost of material consumed 
that furnishes the basis of the manu- 
facturing operation, the cost of labor 
directly applied to the material in the 
manufacturing process, and the expenses 
of operating the manufacturing plant, 
for the purpose of turning out the 
product. These three elements are 


in-process on hand as at December 31, 
1925—that is, there was certain ma- 
terial in the factory upon which the 
manufacturing operations had not been 
completed. This amount is, of course, 
an offset against the cost of production 
for the purpose of determining the net 
cost of production completed. The 
value of the work-in-process inventory 
will consist of the value of material, the 
cost of the labor that has been applied 
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Cost Gfiprocuction’s. tyits teu en te EE a ace y ee ee ee od 686,476.04 
To Work-in-process inventory, Jantiaty 1, 1925... ....6..0c ee bec e eee ee eee wr 121,806.78 
Rawomaterials inventory amuany to go25 ct sl ska ata'es oboe eee oe 65,887.32 
Raw. materials purchased sou ae Sew wis ke ies claw eee ee wok 112,567.89 
Freight an wate Onirawiatciials ena regeee vet ewie teense ee 8 3,300.25 
RaboriCdireck) roan senate ear aE Ii, nin ee coca see ses eee 192,480.19 
MEGS CEE RADON ese we arse Acar ORG ele i Min gac eee seed 43,544.67 
ShOpuieht, NcAt au POME Me eh tlic at eee eile ee gk eee eed 13,507-54 
SHApPaNsUubarnice Note Were eet tk PAO Ae fai sve sete eee es 4,026.53 
SHOD Beneraenpenses stutter ee ARN OS Cee oid 63,256.89 
SHOP SUPP MCSA fe tae Neier ee Maersk cue ET ie oie ss eee 3 20,872.98 
Depreciation on factory building and machinery.............0000 00 cece 45,225.00 
For transfer, analyzed as follows: Material Labor Overhead 
Work-in-Process, Jan. 1, 1925.......... 21,763.08 50,021.85 50,021.85 
Raw materials inventory, Jan.)z, 1925... -65,887:32.. vee ck ee 
Raw material purchases............... PUNE 1d cr: 
Freight inward on raw material....... BeOO ely | c. 8 C/E 
Labor (direct) ya cue ee ere ee ape or eae BOSPABOTG A! loss. ss § 
Indirect labor: ../......: PU cartons - Se esca S ey a ae foes 43,544.67 
Shop light; hese and paweraen in tbeos teelae ke ised cose 13,507-54 
Shop [OsMeancesus . stakes a a heehee bs Ao eae oka 4 4,026.53 
SHOP Ener Ale menses co eo at c\s hee rR ko thy OR Ga crag 63,256.89 
SHOp SUPP Mes Urea oe ch oe see el Ree te cle Te i, Bate OS 20,872.98 
Depreciation on buildings and machinery ......... 00 seeaeeee 45,225.00 
$203,518.54 $242,502.04 $240,455.46 
(b) Entry setting up cost of production 
to the material, and a proper share or in its statement of conditions. The 


proportion of the miscellaneous factory 
expenses that have been indicated. 
Various methods are employed in prac- 
tice in determining the proportion of 
factory overhead that should be ap- 
plied to the work-in-process inventory. 
The problem, however, states that the 
overhead should be computed on the 
basis of the ratio between total labor 
and total overhead. 

Reference to the journal entry setting 
up the cost of production account will 
indicate that the total labor was 
$242,502.04. The total overhead was 
$23 6,624.03 ($240,455.46 minus $3,831- 
.43). The ratio between the two is 
.9758 to 1—that 1s, for every dollar of 
labor expended $.9758 of overhead cost 
was incurred. The overhead applicable 
to work-in-process is, therefore, .9758 x 
$60,897.56, of $59,423.84. The total 
cost of production, $661,549.55, may, 
therefore, be apportioned as follows: 
$146,593.38 as unfinished work-in-pro- 
cess, and $514,956.17 as goods finished 
during the year. 

In respect to the determination of the 
ratio between direct labor and over- 
head, the problem 1s not entirely clear 


computation that has been given in- 
cludes in the figures used as a basis for 
the determination the labor and ma- 
terial a to the opening inven- 
tory of work-in-process. It is quite 
possible that conditions during the 
current year would be different from 
those in the previous year and that the 
ratio of direct labor expended during 
the current year to the overhead costs 


during the current year should be used— ° 


that is, that the figure of $192,480.19 
should be the labor cost used, and the 
figure of $186,602.18 should be used 
for overhead. If these figures should be 
used, a slightly different overhead per- 
centage would result. However, as the 
problem uses the terms “‘total labor’’ 
and ‘“‘total overhead,” it is fair to 
assume that the examiner intended that 
the opening balance of labor and over- 
head applicable to work-in-process 
should be included in this computation. 

Entry should be passed as below in 
form (Cc). 


Closing Entries 


The problem from this point on 
should cause no difficulty. The opening 


Inventory work-in-process, December 95/192) Saab win sce ese eae a hse ieee. oR 146,593.38 
Gost of imishéd poods progucede wr vue cynics etek ee om ee arte ten aerate cia ae « Sm 514,956.17 

a‘Cost or production hese. Amn he ee eee cociis sess. oa 661,549.55 
For closing inventory analyzed as follows: 

W ork-in- Finished 
Production Process Goods 

Material. = cineca enn etaaee ioe ee re $182,423.48 $ 26,271.98 $156,151.50 * 

Tabor saa Nipirerveraie act olan eee eae ae 242,502.04 60,897.56 181,604.48 

Overheadsissnases-guseoae paaaaee ake 236,624.03 §9,423.84 177,200.19 


$661,549.55 $146,593.38 $514,956.17 


(Overhead on work-in-process is calculated on the basis of $.9758 of overhead 
for each $1.00 of direct labor, being relation of total labor to total overhei4.) 


(c) Entry transferring inventories from cost of production 


finished stock inventory conforms 
the inventory of finished goods ordin-- 
arily met with in a trading concern, 
the cost of finished goods produce 
account conforms to the ordinary pur- 
chases account. These items will b 
closed out to trading account in thi 
usual manner. The closing inventor 
of finished stock will likewise be set 
up in the usual manner and the accounts 
closed, as indicated by the followin 
entries: 


Sara oie lore ae eR 605,211.54 
To Finished stock inven- 
tory, Jan. 1,1925.. 


72,428. 
Freight outward on 


sales3340 eee 4,961. 
Returned sales and al- 

lowances 9, setae 12,865 .7 
Cost of finished goods 

producéd\:ci0 se 514,956.1 


For transfer. 


Finished stock inventory, 
December 31, 192§.iysae 
To Trading: saver 

For setting up closing in- 
ventory of finished stock. 
Sales. 2052) lv. oe as ee a 


To Trading... . cecaeeee 
For transfer. 


Trading... 23. ogee 


23,496.79 q 
23 496.79 


678,461.73 


For transfer of gross profit. 


Profit and Joss: eee 
To Discount on sales.... 
Interest on bonds... . 
General office expense 
General office salaries 
Interest on notes pay- 
able <4 a 
Estimated doubtful 
accounts= saree 

~ Depreciation on office 
furniture and fix- 


39,821.28 


For transfer. : 
Discount on purchases... .- 


1,863.42 i 
Miscellaneous income...-:. 873.09 a 
To Profit and loss? 7.2. i 
For transfer. 
Profit and Jlossa2 oe. seer 59,662.21 


To Suarplus,..3 240 


ARE 3 59,662.2 
For transferring net profit. : 


In the instance of corporation a 
counting, the balance of profit and lo 
is customarily closed out into a surplus 
account. The surplus account is not 
closed out into the capital stock a 
count, but is held separately in the tri 
balance and on the balance sheet. T 
this extent the procedure is differe 
from the accounting for a sole propr 
etor, in which the customary practice is 
to close the profit and loss account out 
into the capital account. The difference 
in procedure is found in the fact that i 
is essential in corporation accounting 
draw a sharp line of demarcation b 
tween capital on the one hand and ac 
cumulated profits on the other. . 

(Continued on Page 23) 


Rules to Follow in Changing Position 
at Thirty or Over 


Accumulated Knowledge of Calling Should be Con- | 
served 2» Radical Change in. Vocation Usually | 
Inadvisable 2 Valuable Generalizations 2» 2 


about vocational misfits, and. of 

the attempt to fit square pegs into 
round holes. In every part of the coun- 
try the public schools are doing what 
they can to guide young men and 
women into occupations suited to their 
respective abilities and inclinations. 
Many large business ‘organizations are 
using various tests and procedures for 
the purpose of better adjusting em- 
ployees to the various kinds of work to 
be done. ‘Our military authorities dur- 
ing the great war selected men in a 
very practical sort of way for the kinds 
of work for which they were respect- 
ively best fitted. 

So much has been said and written 
on this subject, that almost every per- 
son has asked himself at one time or 
another whether or not he was engaged 
in the occupation best suited to his 
natural abilities. Every now and again 
a teacher in the public schools, for 
example, has sought advice as to 
whether or not a business career would 
offer better opportunities than teaching. 

Many an otfice employee who has a 
‘Strong inclination for life in the open 
air and who feels that he is working to 
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little effect in an unnatural environ-, 
‘ment, has sought advice as to the oppor- 


tunities in farming, or in specialized 
kinds of outdoor work, such as fruit 
Taising, vegetable growing, or poultry 
raising. 

Many a person who is located in a 
village or a small city community, has 
tebelled at the restrictions of his loca- 
tion, and has sought advice as to 
whether or not a change to a large 
city would be practicable. 

Oftentimes an employee in some divi- 
‘sion of the Government or State service 
‘concludes that the financial opportuni- 
ties for advancement are so limited, 
and the needs of his family are so great, 
that he must seek other employment. 

Once in a while the person engaged 


in a mechanical pursuit, in connection, 
for example, with electrical or automo- 
bile work, feels that he would profit 
by transfer to office work, or to selling, 
or to some other occupation that is not 
primarily of a mechanical nature. 

In short, the world is full of people 
who are vocationally restless and dis- 
satisfied, and who, encouraged by the 
continuous discussion of vocational se- 
lection and of the various psychological 
and other tests that are used to deter- 
mine mental abilities, seek advice and 
counsel on this most intimate and 
interesting of questions. 

During the last twenty years the 
Institute has made an intensive study 
of these matters, and thousands of vo- 
cational interviews have taken place 
between representatives of the Institute 
and men and women who have had 
vocational problems to discuss. I hope 
to give you, in this brief radio talk, a 
few generalizations, based on the exper- 
1ences of the Institute—generalizations 
which may be of use to my hearers 
in answering some of their own per- 
sonal queries. ; 

The first generalization is this—the 
longer a person has continued in one occupa- 
tion and in one environment, and the older 
he is, the more difficult it is for him to make 
4 radical change in occupation. 

Each person has certain natural 
abilities, and these natural abilities 
are shaped and developed by his occu- 

ation and his general environment. 
Bach person is, to a considerable extent, 
a product of his environment and he 
does certain things, and holds certain 
views, because of the effect of his 
surroundings. 

Consider this rule, if you will, with 
respect to a man who was born in the 
city, educated in the city, and who has 
worked in the city until he is thirty- 
five or forty years of age. The physique 
of such a man, first of all, is adjusted 
to city life. He walks comfortably on 


concrete sidewalks and paved streets; 
he is able to live and sleep under condi- 
tions that are crowded and noisy as 
compared with country conditions; and 
his whole scheme of physical living is 
adapted to the conditions imposed by 
the city. 

If such a man changes his city en- 
vironment and city occupation, par- 
ticularly if the latter does not call for 
manual labor, for life on a farm, a very 
serious readjustment of all his habits of 
living must take place. He must sleep 
a different series of hours out of the 
twenty-four, he must learn to walk 
comfortably on ploughed ground, he 
must adjust himself to greater extremes 
of cold and heat; and, in addition to 
these physical matters, he finds himself 
in contact with people who, by reason 
of their occupation and environment, 
hold very much different views with 
respect to many matters of living and 
work. 

If the contrary change is made—that 
is, if a man who has worked on a farm 
until he is thirty-five or forty, removes 
to a city and gives up physical work 
and attempts to adjust himself to office 
work and to the conditions of city 
living, his difficulties are just as great,. 
or even greater, than the ones confront- 
ing the city man who, at age thirty- 
five or forty, removes to the country. 
Such a country person entering into. 
city life might suffer in health, and 
might find it entirely impracticable to 
adjust himself to city work and life. 

Consider, if you will, a radical change 
of work which does not involve a 
transfer from city to country, or from 
country to city. For example, consider 
the instance of a teacher forty years of 
age, a college man, who, after seventeen 
years of continuous teaching in the 
schools, concludes to enter business. 
Such a man would find himself, in an 
ordinary business position, in an en- 
vironment entirely different from that 
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to which he had been accustomed. The 
hours would be longer, the duties 
would be continuous tor fifty weeks 
out of the fifty-two, practically every 
point arising in his work would be 
decided on a profit and loss basis, and 
much of the idealism, which is ever 
present in the teacher’s work, would be 
tacking. Under such conditions it can 
readily be seen that such a change 
would not promise success except in the 
instance of an extremely unusuat person, 
or an extremely exceptional set ot 
circumstances. 

The illustrations could be multiplied 
without end. Hach would but empna- 
size the extreme difficulty involved in 
making a radical change of employment 
atter one is thirty-five or forty years ot 
age. 

The next generalization is—when a 
vocational change becomes necessary, espec- 
tally if the individual is thirty years: of 
age or over, the change should not be too 
radical. 

For example, if a teacher in the public 
schools should decide to change his 
occupation, it would be well tor nim to 
consider opportunities 1n private school 
teaching or in college worx, and oppor- 
tunities im various quasi-educational 
institutions, such as secture bureaus, 
travel bureaus, and publisning nouses, 
betore considering tue Commercial field 
proper. lf he should decide to enter a 
commercial organization, then he 
should consider the opportunities in 
personnel and educational work, be- 
cause of his own experience in teaching 
and advising studencs. 


The reason for this general rule is 
that a great deal of the experience ob- 
tained 1n years of previous employment 
can be utilized in the new work if it is 
similar or related to the old work. 
lf a large part of this ability 1s lost ina 
vocationai transfer, such loss must be 
made good by new tacts and knowledge 
acquired in the new undertaking. This 
means that the individual must begin 
in a very limited position with low 
salary, and in a position possibly un- 
suited to his general habits of life. 


If a city man engaged in office work 
should, for example, conclude that he 
must live more or less out-of-doors, he 
might be able to make a satisfactory 
change by obtaining clerical or quasi- 
managerial work on a plantation, or 
with a firm of contractors. Clerical 
work is carried on in connection 
with certain open-air enterprises, and a 
change to such work would be more 
logical for an office man thirty-five or 
forty years of age than would be a 
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change to farming. The latter would 
require not only capital, but actual 
manual work and agricultural knowl- 
edge. 

The wisest course, in the great ma- 
jority of cases, is for the mature person 
to utilize his job experience in such a 
way as to aid him to attain the next 
step of logical advancement. If he will 
use this experience and develop and 
improve his ability by the intelligent 
use of his spare time, he is much more 
likely to succeed than he is if he makes 
a radical change and abandons the 
friendships and the experience which 
he has gained in years of work. 


The third generalization is—that a 
man should choose a hobby or incidental 
occupation that enables him to express some 
natural aptitude or inclination. 


If a man engaged in office work longs 
for the opportunity for agricultural 
work, it is usually practicable for him 
to have a home and a garden in which 
he can raise flowers, and vegetables, and 
fruits, and thus satisfy his craving for 
this type of work. If he works in the 
country he can create, to some extent, a 
city environment by reason of music, 
and. books, and magazines, and other 
comforts which are now almost as 
available in the country as in the city. 
If he has a mechanical bent, he can 
work with radio or make furniture. 
If he has musical ability, he can sing or 
develop ability on a musical instru- 
ment. There 1s plenty of opportunity 
for an avocation of this kind. 


The principle here involved is the use 
of the avocation, hobby, or incidental 
occupation as an offset to the routiniz- 
ing and tiring effects of the principal 
occupation. The hours of work are 
usually so short, in office occupations 
particularly, that one can, by means cf 
his hobbies, satisfy such inclinations 
as are not satisfied by his work proper. 


Therefore, we conclude— 


First: That radical changes in vcca- 
tion and environment are not often 
justified when a man or woman is cf 
mature years and has become voca- 
tionally well settled. There may be 
exceptional cases in which the rule is 
not operative, but it should govern in 
nine cases out of ten. 


Second: That when'a change of vo- 
cation is made after one is vocationally 
well settled, particularly if one is of 
mature years, say thirty, forty, or over, 
the change should be to some occupa- 
tion related to the original occupation, 
in order that the loss in acquaintance- 
ship, occupational experience and 
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knowledge, and the like, shall be as 
_little as possible. ia a 

Third: That after one is vocationally - 
well-settled and has aspirations and 


desires that are not fully satisfied by his 


principal occupation, he should develop 
an avocation or hobby that operates 


measurably to satisfy his natural in- 
clinations and longings, thus avoiding 


vocational unrest and a radical, and 


possibly unjustifiable, change of occu- 
pation. 

These rules, all of which are sound 
and well tested, will, I feel sure, solve 
the great majority of the vocational 
problems of our listeners-in. If there is 


a particular problem upon which you | 
feel you would like to have fuller — 
advice, the Institute stands ready to 


answer your inquiries, either by letter 
or personally, as best it can. 


HOWARD E. MURRAY and FLOYD © 


CHILTON, in announcing the death of 
Arthur E. Chandler, state that the 
organization and staff will continue the 
general practice of accounting as here- 


to-fore at their offices intheSecond Na- 


tional Bank Building, Akron, Ohio, 


retaining the firm name of Chandler, — 


Murray & Chilton. 


The Class of 1928 


Pace Institute 
New York 
will hold a 
Dinner-Dance 


at the 


Hotel St. George 
Brooklyn, New York 


on 


Saturday, May 22 
at. 7° Pe 


Per Person 
$2.50 


For Tickets, See Your 
Class Representative 
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Edward J. McNamara—Principal of 
F1z2gh School of Commerce, New York 


Biographical Sketch of Former Member of Pace In- ; 
stitute Faculty e» Remarkable Story of Perseverance 
and Self-development 2» By ALLEN CHAFFEE o 


a fatherless at the age of four, 
Edward J. McNamara, now prin- 


cipal of what is often considered to be ° 


the most important high school of 
commerce in the’ country—the High 
School of Commerce of New York— 
and a communicant of St. Patrick’s 
Cathedral, used to earn money, as a 
little bit of a shaver, by lighting candles 
for orthodox Jewish families who could 
not do such work for themselves on 
their sabbath. 

One of his next ventures into business 
life, of which he tells with an appre- 
ciative twinkle in his blue eyes, was 
one in which he learned a valuable 
lesson. It seems he had been quite 
expert at betting on the winning side 
when the boys played ‘‘cat,’’ the famil- 
jar street game with a broom. One 
day some of the youngsters who had 
been losing their pocket money to him, 
kindly volunteered to get him a job in 
the coffee factory where they worked. 
His task was to discard the bad coffee 
grains and put the good ones into a 
series of boxes on a chute. And as each 
box was filled, the picker placed a slip 
of paper bearing his name on top of the 
box. Well. little Eddie picked, and he 
picked, and he picked. From eight to 
five every day he worked as hard as he 
knew how, and he was really a mighty 
fast picker, at that. At the end of the 
week, picture his amazement on learn- 
ing that he had earned exactly sixty- 
four cents! He protested vigorously to 
his chief, only to ferret out the fact 
that the friends who had procured for 
him the job had been replacing his 
name with their own. 

From that day he learned to look for 
the motive behind a proposition. 

As one sees the three thousand boys 
of this great high school of commerce 
pouring in and out of the building, one 
expects to find a principal of the stern- 
visaged type that used to make us 
quake in our boots. On the contrary, 


the visitor is met by a ruddy, fine 
looking, youngish man, who sits back 
easily in his swivel chair and doesn’t 
allow the crush of responsibilities to 
get the least bit on his nerves. 


Epwarp J. McNamara 


One reason for his physical fitness 
has been his athletic activities. At 
Manhattan College, through which he 
finally earned his way, he used to be a 
crack tennis player. During his post- 
graduate work at Columbia, he was on 
a baseball team, eight members of 
which later became professional base- 
ball players. While teaching at the 
Jamaica High School, he coached a 


baseball team that was continually 
winning the championship. And, in 
addition, he swims, motors, dances, and 
enjoys life generally. He used to have a 
summer home at Seagirt, New Jersey; 
three years ago and again last year, he 
spent the summer abroad. 

But there isn’t much he didn’t try 
while earning his education. Every 
vacation, he says, gave him a new 
background of business experience. At 
one time he was secretary to the 
manager of the Theo V. Smith Sons 
Company, which made clamshell buck- 
ets for digging subways and excava- 
tions and built iron boilers; and when 
occasion demanded, young McNamara 
would lend a hand at bucket making. 

He gained some experience in a bis- 
cuit factory, some with a publishing 
house, some as secretary to the consul 
to Paraguay, William Wallace White. 
He has also managed a cafeteria, 
organized a general store, coached foot- 
ball teams, taught in the class-room, 
and made out programs of studies. 

When asked what he considers the 
secret of success, he named opportunity, 
reserve power, struggle, experience, and 
moral.fibre. “In the old days,’’ he 
said, “boys went out as apprentices 
and worked at low salaries with little 
opportunity for advancement untilsome- 
one died. Now we train a boy so that 
he has a background of reserve power, 
and although when he goes into busi- 
ness he has to start the same as the boy 
who has not had his education, when 
an emergency arises, he can quickly 
recommend himself for promotion. He 
knows something about banking, econ- 
omics, and foreign trade. But he has 
to begin by making good in the lower 
positions. 

‘Business education is still in its 
infancy. In future, I feel that we shall 
have to progress along the line of mak- 
ing job analyses. We believe in keeping 
in close touch with business men, and 
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have an advisory council of forty of 
our alumni of fifteen or more years 
ago who have attained prominence in 
their respective fields. And _ besides 
teaching the ordinary clerical subjects, 
we have built up a definite training in 
commercial work. We don’t teach 
algebra and geometry for themselves, 
but we give a course in the theory of 
investments and one in business statis- 
tics and the interpretation of business 
barometers. We emphasize economics 
as the backbone of our training, and 
promote by subject rather than by 
grade. 

“If a boy wants a course in salesman- 
ship, we have so organized our class 
that we have taken over the agencies 
of five or six different selling proposi- 
tions. Our teacher is the general sales- 
manager of the force, and he sends the 
boys out on assigned territories to sell 
these things, metal window ventilators, 
coal, or insurance. When they come 
back, they hold an experience meeting, 
which is ten times as valuable as any 
amount of theory. For, if a boy with a 
window ventilator walksinonamanwho 
saysheistoo busy to talk, the boy knows 
there is something wrong about his 
approach. We have as much labora- 
tory work as possible to supplement 
the theory side of education. We have 
boys from our secretarial courses as- 
signed to act as responsible secretaries 
to officers of the school. The high 
school operates a cafeteria that feeds 
over two thousand boys daily; it has a 
general store which carries various 
kinds of merchandise that students 
need; it publishes a weekly and a 
monthly periodical and an annual, and 
even conducts a motion picture show 
about once a week. The boys also 
write and produce plays. And, of 
course, there is an athletic organization. 

“We utilize the business problems 
arising out of these activities for the 
training of the boys. Some of them 
later go to Pace Institute and become 
certified public accountants.’ 


LIFE INSURANCE ACCOUNTING— 
MATHER. The Ronald Press Com- 
pany, New York. Ronograph Li- 
brary—No. 42; 118 pp.; $1.25. 

FIRE INSURANCE ACCOUNTING— 
WIEGAND. The Ronald Press Com- 
pany, New York. Ronograph Li- 
brary—No. 43; 108 pp.; $1.25. 


| ase Ronald Press Company has re- 
cently added to its ‘‘Ronograph”’ 
series two ably written volumes on the 
subject of insurance. The first, ‘‘Life 
Insurance Accounting,’’ is by Charles 


Ernest Mather, A.C.A., C.P.A., member 


of the firm of Stagg, Mather & Co.; the 


second, ‘‘Fire Insurance Accounting,”’ is 
by William B. Wiegand, C.P.A., for- 
merly examiner of the New York State 
Insurance Department. 

Each of the books is built around 
the official statements required of insur- 
ance companies by the insurance com- 
missions of the several states, as de- 
veloped in conventions of insurance 
commissioners. These . statements, 
known as ‘“‘Convention Blanks’’ are 
illustrated, and a chapter is devoted, 
in each book, to item-by-item discussion 
of the forms. This discussion is amply 
4i.terspersed with practical references 
to operating procedures, so that the 
reader secures not only a thorough 
understanding of the convention blanks 
themselves, but a sufficient description 
of the means by which the information 
is secured to catry away with him a 


| 
Pay-roll Recapztulation ‘| 


Se need for securing annual totals 
of amounts paid employees, for the 
purpose of reporting to the government 
and for the purpose of payment of 
workinen’s compensation insurance 
premiums, makes necessary the setting 
up of adequate records to provide this 
information. 

A simple form for this purpose is 
shown below. Columns are provided 
for each month, and for the total 
amount paid during the year. If weekly 
payments are made, a sufficient number 
of lines may be left for each employee, 
so that the four or five weekly. pay- 
ments made in a given month may be 
entered in the column for that month, 


Name 


of Employee | Feb. Apr. || May 


‘compared with the use of individual — 
‘pay-roll record cards. + 


The Pace Student 


working skeleton upon which to build 
such further insurance knowledge as he 
sees fit. : 

Mr. Mather’s volume is perhaps the | 
more fortunately worded; both books 
are distinct contributions to the written _ 
record of accounting work in the fields — 
covered. 1 


¢ 
JAMES D. MILLER, a student of Pagal 
Institute, New York, successfully passed 
the New York State C. P. A. examina-_ 
tion last year. His certificate was is- 
sued in the summer of 1925. 4 


fo: 


LINGLEY, BAIRD & DIXON, accoun-_ 
tants and auditors, announce the te~ 
moval of their offices to 41 Maiden 
Lane, New York City. | 


BENJAMIN ALK, a former Pace stu-_ 
dent, announces the removal of his — 
office to 285 Madison Avenue, at goth — 
Street, New York City. y.: 


or insert sheets may be provided som) 
that a total of fifty-two columns will be 
available. a 
Pay-rolls are made up in the usual © 
fashion, either in book form or upon — 
sheets, and are approved by the proper — 
authority. Information is transcribed 
from these sheets to the pay-roll record, 
and the footing of the column for a 
given month will agree with pay-roll 
totals for that month. If a record lik 
this is maintained on sheets of sufficient _ 
size, as, for instance, to fit standard — 
14-inch by 17-inch binders, it will be — 
found that much time can be saved as 


{ 
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June || July |) Aug. , Sepc. Nov. || Dec. 


| 


| 


PAY-ROLL ANALYSIS RECORD 


“May, 1926 


Useful Mathematical Ex: pedient 


HE you ever been under the 
necessity of determining a large 
number of percentages as, for example, 
determining the percentage relation be- 
tween the sales of each of twenty-five 
or fifty classes of product to total sales? 
No doubt you found the ordinary proc- 
ess of dividing the amount of sales of 
each class of product by the total 
amount of sales, arather long drawn-out 
process. 

For most purposes, if the percentages 
are determined say within one-half of 
one per cent, the managerial purposes 
of the calculations will be served. Here 
is a quick method of determining the 
percentages with that degree of ac- 
curacy. 

Let us assume you have an analysis 
of sales showing the following with 
respect to sales of each class of article 
handled: 


Class Amounts 
LE 5 eS eee ee $ 28,246.21 
eg aE 142,938.96 
ae W434277-31 

SOS re Se 85,468.37 
RES OSs Care ee 121,946.39 
on ls ae ee a 10,241.46 
MORGANA nial WAL. 40,875.42 
RM MRR sas lems nie. vs 15,238.96 
OSU ta.) Sat a a 12,432.21 

MME ITOAS etre 5 vig dns = 34,478.54 

ies, SIRES CES Oe ea 28,376.45 

$563,520.28 


In the total sales point off two places, 
which gives you one percent. Dividing 
that figure by 2 gives one-half of one 
percent. Work upa table of percentages 
4 to 10 per cent—by adding for each 
additional number up to ten, one per 
cent. of the total amount. 

In the above tabulation the total 
Sales amounted to $563,520.28. Point- 
ing off two places gives $5,635.20, and 
half of that is $2,817.60, or one-half of 
one per cent. For each additional figure 
up to ten, add one per cent. Thus, two 
per cent. would equal $11,270.40; 
three per cent would be $11,270.40, plus 
$5,635.20, or $16,905.60, and so on. 
if the amount you thus secure for ten 
per cent. is equal to the figure secured 

y pointing off one place in the principal 
amount, it proves your table is correct. 

Such a table for use with the above 
sales figures is as follows: 


Amounts Per cent. 

MPOnT FOO Ree a. Se PANE 6 
Rea Oe ess. datas I 
ERT OCA er eta SSC 2 


$16,905.60. . await as 3 
2:2.,540: 80 . See: 4 
285176.00. : Sees, 5 
33,011.20. ) Gane ce 6 
39;446.40. | Ae, . >) 
455081.60. . (aan ss 8 
$6,716.80. aan 9 
$6,352.00. . a a 10 


To illustrate the procedure, let us 
take the first sales figure, $28,246.21. 
By glancing at the percentage table it 
will immediately be seen that this 
figure is equal to 5 per cent. but is less 
than 5% per cent. Wecan therefore put 
down the percentage as 5. The second 
figure, $142,938.96, is equal to more 
than twice ro per cent., but is not equal 
to three times 10 per cent. By mentally 
deducting $112,704 from $142,938.96, 
a difference of $30,234.96 is obtained, 
which is equal to more than 5 per cent., 
but is less than 514 per cent., and we 
may consider it as 5, which, added to 
20, gives 25 per cent. By using the same 
method through the entire tabulation, 
the following percentages are secured: 


Class Amount Per cent. 
ae te $ 28,246i2ee 5 
Bee 142,93 G:0Gmen 25 
Beira. - 43,2. 7am ates 8 
Beas so. 5 4 Onan 15 
Shee; i211 , OAGee ene 22 
Gi. 10,2 4m z 
Tarte. 40, 87542. 2s. o 
ol Bae 15 , 2 3gmeoeen ae 3 
ae 12,43 aeeale ieee 22 

EO}. s.) 34,470aedee 6 

Rac oe 28,3 77ers 5 

$5 63,520.28 100% 


In most instances, a mere glance at 
the percentage table suffices to show the 
percentage, and no mental calculation 
at all is necessary. The method is very 
simple and for certain purposes is a 
worth-while time-saver.—KogsTLER 


WARREN W. NISSLEY, 
C.P.A., of Arthur Young 
CF Co., says: 


BN Nia reference to the possibilities 
of using experience in a public 
accountant’s office as a training for a 
position as office manager, cost ac- 
countant, auditor, or comptroller, I 
may say that I believe that a young man 
who desired such a position ultimately 
would usually be better qualified to fill 
it after five years with a public ac- 


countant than after five years’ training 
with the company to which he finally 
becomes attached. That sounds like a 
very radical statement. But it should 
be remembered that when a young man 
goes into a corporation direct from 
college he is always put on a small job, 
and unless he has very special influence 
behind him he will have no opportunity 
to see what the character of the activi- 
ties are in other parts of the organiza- 
tion, or form a conception of operation 
as a whole. Moreover, whatever train- 
ing he gets is restricted to the condi- 
tions of a single concern, whereas, if he 
spends five years in dealing with a 
hundred or more different companies, 
and becoming acquainted with their 
methods, he should acquire the wide 
experience and the breadth of view 
demanded in the higher grade of execu- 
tive positions.” 


Arbitration Association 
oioae part played by various pro- 


fessional societies in the arbitration 
uncovered is set forth in a recent publi- 
cation of the American Arbitration 
Association. The following comment 
was made with respect to the work of 
the accountants. 

“The American Institute of Account- 
ants through its Bureau of Public 
Affairs, of which Homer S. Pace is 
Chairman, issued its second letter- 
bulletin on arbitration in January, 1926. 
It contains comprehensive information 
on the development of arbitration 
among business men generally and on 
the progress made since 1924 in State 
and Federal legislation. A map in- 
cluded in this bulletin indicates that 
some form of arbitration activity had 
been initiated among trade or commer- 
cial organizations in over 200 Cities in 
forty-five states. Some further im- 
provements in existing arbitration laws 
are presented for discussion, such as 
the extension to states other than New 
York, New Jersey, Oregon, and Massa- 
chusetts of the principle of enforce- 
ability of a written agreement to arbi- 
trate future disputes, and the reference 
by arbitrators to courts of competent 
jurisdiction of questions of law arising 
in the course of arbitration. 

“Official action approving the prin- 
ciple of arbitration and authorizing co- 
operation in its development was first 
taken at the September, 1923, meeting 
of the Institute. In May, 1924, the 
first letter-bulletin issued by the Bureau 
of Public Affairs was devoted to arbi- 
tration.” 


Speak in Public and Have a Good Time 


It’s All in Getting Used to It 2» Suggestions for 
the Timid, the Nervous, the Tongue-tied 2» Trouble to 4 
Hold the Timid Man Back When He Gets Going 2 


N these days of conferences, conven- 
tions, business men’s lunches, insti- 
tutional drives, fraternal gatherings, 
and community events, in all of which 
the successful business man takes an 
active part, the ability to speak well in 
public is a vocational and social asset 
of the first importance. Why is this 
educational and business asset so elusive, 
so hard to acquire? 

Why is it difficult for a man, well able 
to express himself in private conversa- 
tion, to rise to his feet and voice his 
ideas to his associates or to an audience 
of a few hundred people? 

Why will a well-educated and able 
man often sit through an open meeting 
and have his feelings and views out- 
raged, without rising to give expression 
to his own ideas? 

Why is it that a scholarly minister, 
after a lifetime of work in a leading 
New York church, laboriously reads 
his sermons? 

Why is it that an actor is often unable 
to deliver a three-minute talk without 
commiting it as he would the lines of a 
play? 

Why is it that two or three of the 
most prominent members of the Cabinet 
have very poor public speaking ability 
—why does one of them, a big husky 
man, read his speeches in a weak and 
monotonous tone of voice? 

We have mysteries here aplenty. I 
could ask you at least a hundred addi- 
tional ‘‘whys’’ on this subject, each of 
which would be as difficult to answer as 
the questions I have already asked. 

One way to answer these questions is 
to say that public speaking ability is a 
natural ability—that one man inherits 
the ability while another man does not. 
We can not accept this answer because 
ninety-nine good speakers out of every 
hundred acquire their ability by labor- 
ious effort. Almost every good speaker 
has worked to overcome a natural 
handicap, such as a poor voice or ner- 
vousness. From Demosthenes down, the 
effective public speaker has acquired his 
ability by processes similar to those re- 
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quired in the attainment of any other 
vocational ability. 

The first obstacle one must overcome 
is his own inhibitory state of mind. 
You may say that you become nervous 
or frightened when you rise to speak, 
and that you can not find words and 
phrases to express your ideas in a lucid 
and convincing manner. You are likely 
to feel that you have some peculiar and 
inherited timidity or lack of confidence. 
The longer you hold this idea and the 
more you think about it, the more 
inhibitory this state of mind becomes. 
Of course you can not become a speaker 
while you hold to this belief. The first 
step, therefore, is to break down, by 
reasoning processes, this inhibitory atti- 
tude of mind that holds you back. Let's 
reason it out. 

First of all, you have ideas, have you 
not? You have a definite opinion as to 
whether the society of which you are a 
member should erect a new building, 
or whether its work should be extended, 
or whether it should take action on 
some other matter under discussion. 
On every debatable question that comes 
before you in meetings open to discus- 
sion, you undoubtedly have your own 
ideas and conclusions. 

You have no difficulty, do you, in 
expressing your views on any one of 
these questions privately to one of your 
associates? Can't you sit in a little 
group of three or four people and, in a 
conversational way, give in orderly 
fashion a statement of your reasons for 
your conclusions and opinions? You 
can do this in a conversational way, 
can you not, to six or eight people in a 
group? Almost any person can state 
his views in.a satisfactory manner under 
these informal conditions. 

If the foregoing is true, is it not rea- 
sonable to suppose that you could ex- 
press your views equally well if you 
should rise to your feet and talk to a 
prone of twenty-five, fifty, or even a 
hundred people? 

You are physically able, are you not, 
to stand on your feet? 


Your voice is strong enough, is it not, 
to reach all the people in a small) 
audience? | } 

What reasonable explanation can you 
offer as to your ability to. present you 
views in a conversational way to a 
group of five or six, and your inability 
to stand up and present the same views | 
to a group of fifty? 4 

But you say that the mere matter of, 
rising to your feet and talking to the 
larger. group produces certain myster- 
ious and unfortunate results—timidity, | 
nervousness, fright, and incoherence— 
that even the thought of it upsets your 
mental and nervous equilibrium. You 
may say this, notwithstanding the fact 
that you can express the same ideas in 
a conversational way andremainentirely 
comfortable and coherent. Why do you 
obtain such dissimilar results under 
these two conditions, non saa 
the fact that you are the same individual 
in both cases, and bring the same men 
tal and physical and English abilities 
to bear on the job to be done? | 

We must conclude that there is 
essential difference in the problem itself 
—the cause lies within you. The cit 
ence is due to the fact that you afe 


familiar with conversational spell 
and you are unfamiliar with public 
speaking. If you had, during your life- 
time, never engaged in private conversa- 
tion but had spoken from childhood 
from a lecture platform only, you would 
be disconcerted and nervous if calle 
upon to engage in private conversatio 
Your first few attempts at conversatia 
would produce in you all the symptom 
now engendered by a sudden deman 
made upon you for an extemporane 
speech. You speak conversationally a 
a matter of habit, and you feel sure 
your ground because you engage in thi 
type of speaking almost every ho 
Public speaking is an-unknown sea, 
which you are be set with suppostitiot 
monsters comparable to those that c 
turies ago were presumed to infest 
undiscovered oceans. E 
This matter of being afraid of an uf 


familiar condition is not confined to 

ublic speaking. A raw recruit loses 
bis nerve under gunfire, but the seasoned 
soldier is not disturbed by it, although 
it is just as dangerous to him as it is to 
the raw recruit. You feel your way 
timidly under new conditions and small 
things disturb you and affect your 
nerves. This unfamiliarity with public- 
speaking conditions accounts for the 
mervousness and lack of confidence 
which keep the majority of people from 
obtaining a fair ability to express them- 
selves in public. 

The obvious way to overcome this 
lack of familiarity is to speak on every 
possible occasion. There is a familiar 
couplet in which the daughter who 

anted to learn to swim was told to 
“hang her clothes on a hickory limb 
but not to go near the water.’’ Some 
people proceed on the same theory with 
regard to public speaking—they never 
go near arostrum. The method doesn’t 
work out satisfactorily. 

The principal thing that a public- 
speaking course does for a student is to 
convince him that it is possible for him 
to stand on his feet for five or ten 
minutes before an audience and live 
through the experience. Of course, he is 
comforted and strengthened by his in- 
structor, and the initial ordeal is a bit 
ess embarrassing than it would be 
sefore an ordinary audience. He is 
ziven the benefit, also, of constructive 
ind helpful criticism from his instructor 
ind from his fellow students, and he 
‘oon convinces himself that he can 
ypeak while standing on his feet just as 
vell as he can while sitting in a chair. 
Vhen he makes this great and illuminat- 
ng discovery, he is off to a good start 
ind the greatest single barrier has been 
yvercome. 


Some of you may say that there is a 
eal nervousness which persists, not- 
vithstanding one has familiarity with 
uublic speaking. I am quite willing to 
gree with this idea. A United States 
enator who has spent many years on 

e lecture platform, and who has 
poken through many a hard campaign, 
cently told me that he never made an 
Mportant speech without feeling ex- 
remely nervous for an hour or two 


fore the appointed time to deliver his 
uk. 


I feel much the same way. If the 
ccasion is an important one and the 
ynditions under which the speech is 
) be made are a bit uncertain or diffi- 
ut, I have a natural worry as to the 
iccess of my effort and a certain amount 
‘ nervousness results. This type of 
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nervousness, however, is natural enough 
and never holds back a speaker to any 
appreciable extent. It is a very dif- 
ferent thing from the unreasoning fright 
and nervousness which a person exper- 
iences who is entirely Pein iiar with 
speaking in public. 

Of course, the matter of overcoming 
this inhibitory state of mind is only a 
beginning in the matter of developing 
ability as a public speaker. There is the 
fundamental matter of the speech itself 
—the bringing together in logical and 
pleasing fashion the facts and conclu- 
sions to be presented. There should be a 
logical arrangement of thought; there 
should be plenty of illustrations of the 
right sort; and the presentation must be 
in keeping, with respect to English and 
content, with the audience and the 
occasion. The speech naturally reflects 
a man’s general education, experience, 
and ability in English; and no amount 
of “‘soap box”’ self-assurance, no mere 
volubility, will take the place of real 
thought in the content Bethe speech. 

Then there is the matter of the use of 
the voice, gestures, and the like. Sug- 
gestions are made in public speaking 
classes for the development of the voice, 
and exercises are given that tend to 
improve it and to develop the carrying 
quality which is desirable in addressing 
audiences. The matter of gestures is not 
emphasized very much in present-day 
teaching, for the reason that in ordinary 
public speaking it is much better for 
the person to use only such gestures as 
to him seem natural and appropriate 
for the occasion. However, much can 
be done to improve the manner in which 
the speaker stands and holds his body, 
and his tendency to use awkward ges- 
tures or to indulge in disagreeable 
mannerisms can be corrected. 


There is little demand for old- 
fashioned oratorical speaking of the 
Fourth-of-July, emotional sort. Public 
speaking is now more an incident of 
every-day social and business activities. 
Nothing will more certainly detract 
from an after-dinner talk or a talk at a 
social or business meeting than the 
attempt to be oratorical in tone or ges- 
ture. Simple, direct speaking, made at- 
tractive by good illustrations, with now 
and again, if the occasion 1s appropriate, 
a humorous illustration or allusion, 
meets modern requirements much better 
than old-time oratory. 

There can be no question of the great 
value of this ability. Ifa man expresses 
himself before a business meeting in a 
convincing and interesting way on a 
subject at issue, he immediately com- 
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mands respect and attention. The man 
in the same audience who has the op- 
portunity to speak, but who remains 
silent, may conceivably have better 
ideas and may be an abler man. So far as 
the public-opinion of the group is con- 
cerned, however, the man who speaks 
commands instant respect and measur- 
ably affects action, while the other 
man does not. A man who is thus able 
to speak and who uses his ability in 
business meetings, in fraternal gather- 
ings, at business conventions, in pro- 
fessional societies, and in community 
and civic affairs, soon becomes favor- 
ably known and is in demand for execu- 
tive or other positions that require, 
among other things, the ability to 
speak in public and to exercise other 
qualities of leadership. 


Realty or Personalty 


S it real or personal property, the 
ocean-going liner? Weald your an- 
swet be the same with respect to a 
canoe? This famous question was stud- 
ied first-hand on April 16 by a party of 
fifty students of Pace Institute who took 
art in the field trip aboard the palatial 
White Star Liner ‘‘Olympic.”’ 

The doughty sea-goers of the Insti- 
tute were met at the gangplank by 
guards who conducted them over the 
boat, explaining the conveniences and 
comforts which are offered to the pres- 
ent-day ocean traveler. Efficiency was 
the keynote of every activity viewed. 
A very fine example was the method by 
which each passenger finds his place 
in the dining saloon. Each one is given 
a number which corresponds to a small 
black and white place card ata certain 
table. The choice depends upon the 
judgment of the chief steward, any 
exception being a preference stated in 
advance. No one who made the trip is 
likely to forget the magnificence and 
luxury of the suite occupied by the 
Prince of Wales on the occasion of his 
last visit to this country. But the ques- 
tion is, did his marriageable highness 
travel on British real estate or inside a 
jolly bit of personality. ¢Quien sabe? 


If ignorance of the law were an excuse, every 
violator of law would be “ignorant.” 


Trying to do a thing better is more valuable 
as a mental exercise than trying to do it as 
it has always been done. 


Expressing the identity of the organization 
does not mean, making yourself a nonentity. 
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The Uniform Invozce 


Standard Form Prepared and Dis- 
tributed by Ford Motor Company 


TANDARDIZATION has long been 
the watchword in the manufactur- 
ing operations of the Ford Motor 

Company. Uniform methods of pro- 
cedure with respect to production and 
routine matters within this remark- 
able organization have attracted the 
attention of industrial experts the world 
over. 

Wishing to extend uniform and 
standardized methods beyond the con- 
fines of its own organization, the Ford 
Motor Company has prepared a uni- 
form invoice. Sample copies have been 
submitted to a’ great number of ac- 
countants and manufacturing and selling 
organizations throughout the country 
for comment and criticism. 

The invoice, a reproduction of which 
appears on this page, is divided into 
two major zones—the shipper’s zone 
(Section A) and the customer’s zone 
(Section B). The particular advantages 
of the localized shipper’s zone: are, 
centralization of shipping date; con- 
tinuous writing spaces; natural carriage 
shifts, which make for speed in typing; 
and fixed columns for customer's order 
number, which permits consolidated 


billing. By providing such a column, 
several shipments for one day may 
appear on one invoice thus eliminating 
sepatate invoices for each shipment, 
which would require separate handling 
by both shipper and customer. 

The advantages of the customer's 
zone are centralization of customer's 
approvals; ‘elimination of customer's 
use of rubber stamps and sticker riders, 
with possible loss of riders; and pre- 
vention of defacing invoice and obliter- 
ating of important data. With respect 
to this zone, it might be suggested as a 
comment on the invoice that it might 
be more practicable to reserve this 
space without an imprint for the 
customer. This would enable him to 
continue the use of a rubber stamp to 
imprint such information as might ap- 
ply to a particular organization's ac- 
counting system. 

The Ford Motor Company is to be 
highly commended for its attempt to 
render a useful service to business and 
commerce as a whole. The suggested 
form has already evoked much favor- 
able comment from business leaders, 
and almost fifteen hundred companies 


UNIFORM INVOICE 


ay NAME OF COMPANY 
Gee TT Re NATURE OF BUSINESS 
HERE STREET AND NuMBER 
(If any) TOwN AND STATE 
Invoice No. 
Date 
‘ i CA) ; . es 
SoLp For Customer's Use 
Be) Werms......... ee ee 
BYO.:Be..!. 3)-. See ee 
ANCEOUNT 5.5), ee ne een ae 
Approval... . . SMMMMMMeM neuro sien wes 
Shipped toy Wave Rata accent kee, Gaels. ti cate ee ‘Efansportation . . “Seer bots. aha 
Shipped’ froma 2 aagheye tere oase tote ne eee ee Recéival” o.... . . gay es hate i ccs 
FOr Ba... Laer ee ore are tea ny rs Calculations... . {tape os-n nlde onl: 
AD Orims isd 2. 2a, Seat eae eleva ae a epee ean Adjustment:\:... .aeaeneterege ee cle laee ok 
Shipped:vias 0. Geta Saracen Car TU a Set ae Nuditeda).... .. . ee setae re, 
Customer’s| Shipper’s | Quantity | Package Unit 
Order Order Shipped Number Description Price Amount 
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have adopted it officially. Severa 
thousand additional organizations hay 
signified their intention of making th 
adoption when practicable. | 
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A System for Handling 


Advances to Travelers 


MAY organizations employ per 
sons who spend all or a par 
of their time in traveling on firm o 
company business. The recording anc 
control of the expenditures by thes 
employees may be accomplished by ; 
system which will now be outlined. 
If a voucher is issued for each dis 
bursement, the theoretical effect se 
cured by the preparation of a vouche: 
for an advance to a traveling employe 
will be as follows: | 


Advances to travelers’ control. xx 
To Vouchers payable....... x3 


It is good practice to require thal 
vouchers or receipts be submitted fot 
major items of traveling expenditure 
Thus, hotel bills should always be se 
cured and receipts for railroad fares 
paid when that is possible. 

When a traveling employee’s report 
of expenditures is received, if he stil 
requires the fund, he will be reimbursed 
The theoretical effect of the entry fot 
the reimbursement voucher will be as 
follows: 


Traveling expenseu aan ere UF xx 
To Vouchers payable...... X3 


At the time final settlement is made 
if the total of expenditures reportec 
exceeds the original amount advanced 
the theoretical effect to be secured in thi 
accounts is as follows: f 
Traveling expefise)s;..ee ex 

To Vouchers payable (for ex- 

penditures in excess of 

advance), ic: (tis a ane 

Advances to travelers’ 
control (for amount of 
advance) 


o) oe pw ie) Woda ellis | a Tete 


In the ordinary course, this effec 
will be secured by making a disburse 
ment voucher for the amount of th 
expenditures in excess of the advanc 
and by making a journal entry for 
amount of the fund relinquished. Ti 
and effort will be saved if the vouc 
register is so designed as to include, 
addition to the vouchers payable cre 
column, a column for credits to 
vances to travelers’ control, if rein 
bursements of this type are frequent. 
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If, at the time the fund is relin- 
uished, vouchers are submitted for 
nly a part of it, a proper form of cash 
eceipt will be issued for the balance, 
nd a journal entry will be made for the 
xpenditures reported, thus accom- 
lishing the theoretical effect shown in 
he following two entries: 


| |S aT. i eee XxX 
To Advance to travelers’ 
nfit Wel Oh abd «a Xx 
Meveling expense....,...... XX 
To Advance to travelers’ 
CAIIECO ee eS XX 


_ journal entry is necessary in this 
itter case because it is ordinarily not 
sible to attempt to analyze expendi- 
ites through the medium of the cash 
‘ceipts book. 

A feature of a system of this type will 
2 the provision of some means, in the 
scounts with individual travelers, for 
iditing the dates for which expendi- 
ife receipts are submitted. A simple 
eans to accomplish this end is to pro- 
de columns for the dates from which 
id to which reports are rendered. 


American Institute 
Examinations 


“HE examinations of the American 
- Institute of Accountants will be 
fducted on May 33 and 14 this year. 
le examinations will be held in New 
ork at the offices of the Institute, in 
uicago, and in other cities which 
ve not yet been finally selected. It is 
ected that more than thirty states 
d territories will cooperate with the 
Stitute in the conduct of the Spring 
aminations, using the questions pre- 
red by the Institute examiners. 


IRACTICALLY every business con- 
cern is under the necessity of buying 
kets to entertainments and the like 
ting the year, the proceeds of which 
applied to the support of some 
thy organization. These items are 
itomarily charged to appropriate ex- 
ase accounts. In connection with the 
‘paration of an income tax return, 
> Treasury Department in income tax 
ing 2135, published in cumulative 
lletin IV-2, page 32, has promulgated 
‘uling which is of interest to tax- 
vers. The ruling is as follows: 
Nquiry is made whether expenditures 
tickets to entertainments held by 


various organizations ate deductible. 

It is stated that the M Company is 
engaged in the retail shoe business, and 
that it is frequently solicited by its 
customers to buy tickets to entertain- 
ments, the proceeds of which are to be 
applied to the support of some worthy 
organization. In order to retain the 
patronage of its customers, tickets are 
bought from them. It is contended that 
such expenditures are deductible as an 
advertising expense. 

In order to be deductible as an adver- 
tising expense, the expenditures in 
question must constitute an ordinary 
and necessary expense paid or incurred 
during the taxable year in carrying on 


ee 


the business of the corporation. The 
ordinary and necessary expenses that 
are deductible are those expenses in- 
curred in the maintenance and operation 
of the business of the taxpayer, and not 
all those that may be beneficial and even 
necessary in the broader sense. 

It is held that the amounts expended 
for tickets purchased from its customers 
under the circumstances stated do not 
constitute ordinary and necessary ex- 
penses paid or incurred in the mainten- 
ance and operation of the retail shoe 
business carried on by the corporation, 
and that such expenditures are not 
deductible in computing net (taxable) 
income. 


| Determination of Manufacturing Costs] 
(Continued from Page 14) 


Posting of Entries 


In order to prove the work and havea 
more comprehensive survey of the 
progress which the examinee makes in 
solving the proposition, it is desirable 
that the entries as made be posted to 
skeleton (T) ledger accounts, or to an 
accountant’s working  trial-balance 
sheet. For the sake of simplicity, and 
because of the limitations of the printed 
page, the (T) accounts and work sheet 
ate omitted. 


Tabulation of Cost of Production 


On the basis of the facts contained in 
the journal entties, a tabulation show- 
ing the cost of production may be pre- 
pared as below: 


Miscellaneous Comment 
Apparently the concern whose ac- 


counts form the basis of the proposition 
does not operate under what is known 
as a ‘job cost system’’—that is, it does 
not keep a ledger account for each job 
that is put through the factory. Its 
method of determining cost of produc- 
tion is to gather together in appro- 
priate accounts the expenses of operat- 
ing the factory, and to divide the aggre- 
gate of the expenses by the number of 
units produced. This method, although 
faulty in many instances, is quite fre- 
quently adopted. It should be under- 
stood, however, that other methods of 
cost-finding are in use, and that, while 
the general principles stated in this 
solution are universally applicable, the 
method of bookkeeping by which they 
are given effect may differ considerably 
from the method that has been used 
herein. 


DAVID MANUFACTURING COMPANY 
Statement of Production Costs Year Ended December 31, 19.. 


Openitig inventory of work-in-process............ 


Additions during the year: 


Material Labor Overhead Total 
$ 21,763.08 $ 50,021.85 $ 50,021.85 $121,806.78 


Matetialsyy.\::....... Seen? oS). LEQ, 66405 6 baad yp de oe 160,660.40 
Laboncaitect)......... Sa! oe 192,480.19 % 192,480.19 
Overhead: 
Rodsrectlabor........ quem. visa Je” ME 43,544.67 43,544.67 
SBOP BUPPlics.,...... GUMMMMEGS ORs civics beltdhes 2 17,041.55 17,041.55 
EGO OL, CCC), ... . imc He isies Ss Mla itetaey Wt oi hers ¢ decid 13,507.54 13,507.54 
SHOPURSULaNCS...... GMMR iho, c eaeeeaRE Sd Sea ciens 3 4,026.53 4,026.53 
Shopigernctal expense . SRMMMREMPEERG co. wiry fb legs tae eS. ace ess 63,256.89 63,256.89 
Wierrectation: ....... SMM. <. shoes (a eee Sane | ode eee 45,225.00 45,225.00 
Total additions during-thetyeden. ... v0. dees a &. 160,660.40 192,480.19 186,602.18 539,742.77 
182,423.48 242,502.04 236,624.03 661,549.55 
Closing inventory of work-in-process.......... 26,271.98 60,897.56 $9,423.84 146,593.38 


(Coee of finished product... iamaes..-. sey e.4 ses $156,151.50 $181,604.48 $177,200.19 $514,956.17 


Unit cost of finished product (1,000,000 units pro- 


duced tustlccsccls..- > eee, ee om $.1816 $.1772 


sss oe 


$.1561 $.5149 
——— 
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Alan L. Thompson 


ile is with deep regret that we have to 
announce the death, from mastoid- 
itis, on February 2, 1926, of Alan L. 
Thompson, who was a Semester C 
student in Pace Institute, New York. 
Mr. Thompson was born in Grand 
Cayman, British West Indies, 23 years 
ago. He completed the regular high 


ALAN L. THOMPSON 
1903 - 1926 


school studies, and also a full year of 
college work. His first position was as 
assistant cashier for Nathan & Com- 
pany, Ltd., of Jamaica. Upon coming 
to New York, he obtained employment 
with Lamb, Finlay & Company, as 
bookkeeper, and it was while holding 
this position that Mr. Thompson be- 
came ill. His firm extended to him five 
months’ sick leave, and, after a mastoid 
operation and upon the advice of his 
pee Mr. Thompson went to 

ampa, Florida, late in November, 
1925, to recuperate. Unfortunately, his 
rest was of no avail, and he died at that 
city on the second of February of this 
year. 

Mr. Thompson was a conscientious, 
able student, and had many interests 
aside from his work and study. He en- 
joyed athletics, and spent a considerable 
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part of his spare time in the gymnasium 
of the Y. M. C. A. -He was especially 
fond of boxing, and for an amateur was 
particularly able in this manly sport. 
It is unbelievable that this vigorous 
young man has been‘called to the bourne 
from which no traveler returns—that 
his work is finished, his last study as- 
signment completed. 

Mr. Thompson is survived by his 
parents, three brothers, and three sis- 
ters, to whom we extend the sympathy 
of his teachers and fellow students. 
They may well be comforted with the 
thought that Alan,their sonand brother, 
played a man’s part and played it well. 


Homer S. Pace, C.P.A. 
SAYS: 


ay can get a better mental prod- 
uct from an hour's work per- 
formed early in your day’s work than 
you can from an hour’s work performed 
later in the day. It is because of this 
fact that the subject of mathematics, 
requiring high mental concentration, 
comes first in the studies of the day in 
the ordinary school. Your mind is 
peculiarly active and receptive after the 
refreshment of sleep and rest, and. at 
this time you can usually accomplish 
more in intellectual effort in an hour 
than you can in two hours later in the 
day when your mind becomes fagged 
because of work and distractions. 

“If you agree with me, would it not 
be wise for you to plan for the use of a 
full hour of your time on your personal 
affairs before you begin your office or 
other vocational duties of the day? 
A program of self-development natur- 
ally includes a certain amount of system- 


encouraged early morning study in th 


atic study, and it is quite practicabl 
and very beneficial, for a student 
devote at least one hour of early morr 
ing time to study. 

‘A suggestion of this kind when fit 
made may not meet with hearty ap 
proval. A person may insist that hy 
can study better at night than in th 
morning. Such a statement is likely t¢ 
come from one who has never tried thy 
two methods and contrasted the fe 
sults. His view, more likely than not 
comes from a natural disinclination » 
arise in the morning. 4 

“For many years the Institute ha 


spring and summer months on the pati 
of its student body. Almost withoui 
exception the students report that the 
results obtained from early-mornin; 
study are much more productive th 
the results from later study. They hay 
profited greatly by using, for thei 
personal affairs, some of the very bes 
their time instead of utilizing only t 
which is left after the first seven or et 
hours have been devoted to the in 
ests of their employers. 
“Everything at this season of th 
year favors early-morning study. D 
light begins to come about 5 o’clo 
and by 6:30 on these fine mornings 
energetic young man should be squa 
away on his personal business of self 
development. Of course, he should 
the basis for this good work by retirin 
the night before not later than eleve 
o'clock. The scheme won't work 1 
conjunction with a heavy dance aa 
jazz program. The Institute will 
glad to hear from students who, at thi 
season of the year, ate wise enough t 
change their ordinary routine and uf 
dertake the early-morning study pfo: 
gram that has been suggested.” 
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NEW BINDERS FOR PACE TEXTS 


A 


DURABLE binder of special design is made expressly 
for students of Pace Institute. It has a black, flexible 


cover, and provides what we consider to be the best binding 
available for the Pace Accounting and Law text lectures. 


The list price is $2.50, postage prepaid. 


Students may — 


have their old text lectures punched for use in these binders © 
by sending them to the New York office. . 


PACK INSTI TE 


30 CHURCH STREET 
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Accountants in Public 


Service 


Be public accountant performs an 

especially valuable service in public 
affairs. As a member of a board of 
school trustees, in addition to his con- 
tribution in matters of general policy, 
he is able to furnish his co-trustees with 
technical assistance with respect to the 
analysis of expenditures, the mainte- 
ance of buildings and equipment, and 
the control of supplies. In a chamber 
of commerce, he performs an especially 
iseful service as chairman or member 
yw committees on budget, taxation, 
uwbitration, bankruptcy, and other com- 
nittees whose work relates to business 
yw finance. In a money-raising cam- 
aign, he gives professional advice as 
0 organization and the safeguarding 
%f funds. In a church, he is able to 
wring order and system into all matters 
inancial. In a club, he renders a useful 
ervice in knotty problems related to 
he adjustment of dues, charges, and 
he control of expenditures. In every 
cind of organized community effort, 
he accountant finds an opportunity to 
erve, and incidentally to extend in a 
avorable way his personal acquaint- 
inceship. 

Herein lies the greatest opportunity 
or the development of a favorable 
wublic opinion with respect to the ac- 
‘ountant and his work. If he is to 
eceive the same recognition as the 
awyer and the physician, he must 
ender, like the members of these older 
wofessions, a community service as 
vell as a service to individual clients. 
‘he practice of a profession imposes 
ommunity, as well as individual, 
esponsibilities. 


XCLUSIVE American publication 

of Colonel Robert H. Mont- 
gomery's address, “* Legislation for 
the Profession,’ to be delivered at the 
International Congress of Account- 
ants in Amsterdam in July, will be 
made in the July and August issues 
of THE PACE STUDENT. 

The American branch of the profes- 
Sion 15 fortunate thus to be represented 
by Colonel Montgomery, who will also 
act as chairman of the delegation of 
New York certified public account- 
ants, who will attend the convention. 

Colonel Montgomery's views, as 
expressed in this notable and exhaust- 
zve paper, will undoubtedly influence 
future accountancy legislation in this 
country and throughout the world. 


—Tue Epiror 


Brevity in Reports 


“"T*HE older the accountant the 
shorter the report,’ is a statement 
that states more than half a truth. 
The accountant with brief experience 
is likely to make his reports over-full. 
Significant facts are often obscured by 
voluminous detail. The business man 
more often than not is brain-weary and 
eye-weary—he docs not like to dig, 
like an archacologist, for his facts. 

The accountant progresses with the 
yeats toward a briefer and a better 
report—away from insignificant detail 
and classifications and toward the pre- 
sentation of significant facts and ten- 
dencies—facts and tendencies brought 
out stark and unrelieved for the atten- 
tion of his client. 

With experience and brevity come 
the omission of baby ribbon, fancy 
seals, and heavily embossed stationery. 
A good report, like good wine, needs 
no bush. 


The Controller 


“THE controller is becoming the out- 
standing fiscal officer of the modern 
corporation. He is likely to be the 
right hand man of the board of direc- 
tors, auditing and controlling expendi- 
tures, supervising accounts, analyzing 
costs, advising upon wage, pension, 
and personnel problems, and devising 
methods of current and long-time financ- 
ing. Oftentimes, he divides these re- 
sponsibilities with the treasurer; but in 
many organizations the controller is 
the real power in financial matters, 
while the treasurer merely supervises 
pro forma operating detail in connec- 
tion with the receipt and disbursement 
of cash. Sometimes, of course, the title 
of controller is not used, and the treas- 
urer performs all the details enumerated. 
No matter what the title may be, the 
responsibility for financial affairs is lo- 
calized to a responsible officer, who is 
often the outstanding figure in the 
financial affairs of the organization. 
The work of the controller is now so 
well recognized and defined, and it calls 
for such high professional and business 
qualities, that the controllers of the 
country should organize, locally and 
nationally. In this matter they should 
follow the example of the credit men, 
who are closely associated with them 
in organization work, and the example 
of the public accountants, whose pro- 
fessional training is similar to that of 
the controllers. We suggest, therefore, 
the organization of local societies of 
controllers, and an affiliation of these 
societies in an,.organization to be 
known as “The American Society of 
Controllers.”’ 
This idea is passed along for what it 
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may be worth to the many hundreds of 
well-known controllers who were at 
one time students in Pace Institute, and 
to all other controllers who are inter- 
ested in the benefits to be derived from 
professional association. 


Economic Effect of 
English Strike 


Rok a hundred years or more, labor- 
of-the-old-order has fought produc- 
tion-of-the-new-order—that is, the 
hand-worker has fought the machine 
which has threatened his craft and his 
livelihood. Few people realize that the 
recent general strike in England is the 
latest of these economic struggles. 


At the bottom of the trouble in Eng- 
land, so far as the mining industry is 
concerned, is limited production, with 
coincident low wages and unemploy- 
ment. The fear that modern machinery 
would take away jobs has held back 
the production which would have re- 
duced the price of coal for local indus- 
try, and which would have produced 
greater export shipments for competi- 
tive markets. The reorganization of the 
industry is now to be be attempted 
on sound economic lines, labor-saving 
machinery is to be introduced, and an- 
other of the stumbling blocks in the 
way of economic progress will be re- 
moved. 


The acceptance of the labor-saving 
advantages of the machine is only the 
beginning of modern industry, which 
finds its economic flowering in stand- 
ardized or mass production. In this 
respect America leads, and other com- 
mercial nations that would survive 
must follow suit. Visit, if you will, the 
docks in New York harbor from which 
the freighters sail to the four quarters 
of the world. On every dock will be 
found the standardized parts of an auto- 
mobile which is wanted on every two- 
track trail or road in the civilized world 
—wanted because of the low price 
made possible by standardized opera- 
tions. While this automobile is the 
outstanding. expression of American 
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standardized production, it travels in 
company with electrical apparatus of 
all kinds, with musical instruments, 
with petroleum products, and with a 
thousand other products of standardized 
effort. 

The individualism of the old order is 
being sacrificed, and from the artistic 
viewpoint there are many reasons why 
hand-made furniture, fabrics, and tools, 
ate preferable to the machine product. 
From the utility viewpoint, however— 
the viewpoint of the improvement of 
general standards of living—the modern 
method is vastly preferable and must 
win out. The costs and the discom- 
forts of the great strike will be fully 
justified if it has brought home to the 
English people, laborers and capitalists 
alike, the necessity for the fuller use of 
the machinery and the organizaticn 
mechanism of standardized producticn. 


Practice Does Not 
Make Perfect 


RACTICE dees not make perfect, if 

we mean by practice mere repeti- 
tion. A person who drives an automo- 
bile incorrectly will not improve merely 
by reason of repeating indefinitely his 
errors. The law of habit tends to fix a 
bad habit as well as a good habit. 


Together with practice, one must have 
an ideal of correct performance. Prac- 
tice undertaken with an ideal in mind 
will inevitably lead to improvement. 


All of which applies very specifically 
to the matter of report writing. If the 
accountant can acquire by study and 
reading a high ideal of technical Eng- 
lish—an ideal that includes both brevity 
and clarity—he will unconsciously 
work to this ideal in preparing his 
findings. Likewise, if he has in his 
mind’s eye a high standard of excellence 
with respect to technical form of state- 
ments and schedules, and with respect 
to coincident matters of paper, type, 
and the like, he will gradually develop 
his reports to a point where they will 
serve their full purpose. Mere repeti- 
tion—the making of many reports— 


both the theoretical and practical 
aspects of economics. So should the 
lawyer, who often advises his clients 
with respect to major problems of 
finance and organization; and so shoul 
the business man, who ventures his 
assets upon the uncertain tides of suppl 
and demand. 


Should the accountant acquire his 
knowledge of economics in the course 
in which he makes specific preparation 
for the practice of accountancy? W 
have here a debatable question. T 
lawyer does not acquire his knowled 
of economics in his professional la 
course, for the simple reason that a 
the time available, and more, is needed 
for the acquisition of the specific thin 
essential to successful law practice 
Could not the same be said with r 
spect to accountancy, provided an ade 
quate preparation were afforded for 
accountancy practice? : 


As to whether the accountant should 
possess a knowledge of economics, 
there can be no question—he should not 
work unprovided with the equipment 
to be obtained by a study of this vital 
and fascinating subject. 


Managing the Boss 


|. order fully to succeed as an execu- 

tive, you must direct the people 
below you, you must get along com= 
fortably with your equals in rank, and 
you must influence and y 
manage the people above you. 
real art of executiveness is in managing 
the man above you—in bringing him 
to your way of thinking with respect 
to your methods, your policies, and 
your income worth. A book could be 
written on the highly important but 
little understood art of managing the 
boss. 


ot 


Wr. Joseph J. telein, C.P. A. 


R. Joseph J. Klein, who in May 

was elected president of the New 

York State Society of Certified 
Public Accountants, the largest state 
society of the kind in the country, 
illustrates his own doctrine of success. 
College first, if possible, he told me, 
then some practical bookkeeping exper- 
ience, along with the more technical 
‘taining, after which the beginner 
should try for a post, no matter how 
small, on the staff of a reputable ac- 
tountant. But he should also give part 
of his time to public and social move- 
ments. 
_ Dr. Klein himself is well known both 


or his educational work and asa writer | 


yn taxation. He is senior partner of 
lein, Hinds & Finke, certified public 
iccountants, at 19 West 44th Street, 
New York City, and also has offices in 
Soston, Albany, and Washington, D. C. 
His ‘phone rang as I entered his office, 
nd I had time to analyze the pleasantly 
olorful effect of the room. Tapestry 
pholstered chairs, silk curtains at the 
vindows, a Chinese desk lamp, book- 
ases, and a large portrait of Lincoln. 
'ramed photographs of Mrs. Klein 
md the two boys—a jolly chap of six 
't so and one of sixteen months. Dr. 
tlein is down in ‘‘Who’s Who’’ as 
‘aving been born in New York City 
121884, and it takes a half a column 
> list his degrees, offices, clubs, and 
ccomplishments. j 


Don’t you ever play?’’ I asked, as 
e set down the receiver. 
“Twouldn’t dare admit,’’ he laughed, 
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“how little I’ve loafed these last two 
years. But until a few years ago, I used 
to go on half a dozen hikes a year, 
climbing mountains, besides getting 
into the woods for a few weeks in 
summer, fishing in the northern part of 
the state or in Canada. On these trips 
my companion is Terry, an Irish terrier 
my wife named for Ellen Terry. 

“Now that my bones have got to 
creaking, I play golf. Then we have a 
new indoor sport this summer—lI've 
been trying for a number of years to 
write a book on taxation. Now Mrs. 
Klein, who was Janet R. Frisch, of 
Cornell, 1912, and took her Phi Beta 
Kappa key in her Junior year, is handl- 
ing the literary editing of it, and she 
makes me put in two evenings a week 
on the manuscript.’’ 


Early Education 


He went on to explain: “‘It was mere 
chance that I took a course in book- 
keeping the spring I turned fifteen. It hap- 
pened that in those days you couldn't 
get into a New York high school 
except in June, and I graduated from 
elementary school in February. Now 
my principal had an elementary evening 
school whose attendance had fallen off 
badly, so he asked me (and a number of 
others) to ‘save his life’ by bringing up 
his attendance roll. 

“It came in very handily. Saturdays 
and vacations, and after I left college, 
I kept several sets of books, most of 
them for a Tammany district leader and 
a contracting firm. 


Biographical Sketch of Incoming President, 
New York State Society of Certified Public 
By ALLEN CHAFFEE 


“In my Junior year at the College 
of the City of New York, two things 
happened. Charles Waldo Haskins was 
just organizing the work of New York 
University, and he spoke to us in chapel, 
pointing out the glories and opportuni- 
ties in the then very new profession of 
public accounting. I had read and 
mastered the three or four books that 
constituted, at that time, the entire 
American literature of accounting above 
the grade of the most elementary form 
of bookkeeping, and two of those books 
were British. I had solved all the 
problems in those books, and shortly 
after, | took advantage of Mr. Haskins’ 
invitation to the students and went to 
see him. Now his talk had given me 
the idea of leaving college to enter at 
once upon the new profession, but to 
my surprise he advised completing the 
college work before taking up account- 
ing. He stressed the value of the basic 
education. 


A Hard-Boiled Class 


“That same year I discovered quite 
accidentally that there was such a thing 
as an examination for teachers of book- 
keeping in the evening schools of New 
York City, and I took the examination; 
and (modestly), as there was practically 
no competition, I managed to head the 
list. I was assigned to teach book- 
keeping to recalcitrant young students 
of ‘Gas House Murphy’s’ district who 
were in attendance under legal com- 
pulsion. They were a tough bunch, 
but | managed to survive and hold my 
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job by talking college athletics and 
citing athletic statistics, such as base- 
ball averages. 

“After graduating from college and 
trying to tind my place, I taught busi- 
ness subjects in the high schools of the 
city and did some lecturing at the Uni- 
versity, met the leaders of the account- 
ing profession, and among them the 
sainted John R. Loomis and Edward L. 
Suffern, and decided to make public 
accounting my life work. 

‘In the twenty years since I have 
been connected with public accounting, 
such progress has been made that it 
has truly found its place among the 
learned professions. The literature now 
available is of a disttnctly high order. 
Colleges and universities, following the 
lead of such pioneers as Pace Institute 
and other private organizations, have 
recognized the necessity of providing 
for the needs of commercial education. 

“Only fifteen years ago (as I was the 
first to discover), there was no available 
organized means of training commercial 
teachers, and it led me to organize the 
first course in the subject at the College 
of the City of New York. There was 
no text-book on the subject, but I 
wrote one, in collaboration with one 
of the ablest minds in America, Dr. 
Joseph Kahn, at one time professor of 
philosophy at City University and now 
an attorney. 


Leaders Were Self-Made Men 


“New York University followed, 
several vears later, in the wake of City 
College, and similar courses in the peda- 
gogy of the subject are now offered 
throughout the land. 

‘‘When I first entered the field of ac- 
countancy its leaders were self-made 
men, to most of whom had been denied 
the advantages of college training. The 
more glory to these pioneers and found- 
ers, that they attained such great 
heights, without the aid, in many 
instances, of advanced formal training. 
In very recent years, the professional 
opportunities in accounting have begun 
to include the college and the university, 
so that the coming generation will, in 
my opinion, be recruited to an even 
greater extent from the ranks of college 
students. This is a very hopeful sign. 
College trained men, in many instances, 
can acquire the technical knowledge 
of accounting and auditing in a much 
shorter time and in a more practical 
form elsewhere than in our universities; 
but undoubtedly, as in the case of law, 
medicine, and engineering, the universt- 
ties and colleges will catch up with 
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private initiative and enterprise. But 
such is not as yet the case. 


Basic Education 


“I have had occasion to speak to 
many school groups on how best to 
prepare for success in the field of public 
accounting. Mature judgment leads me 
to emphasize the advice frequently 
given by me, jist, to get as broad an 
academic education as possible, giving 
time and attention first to English, 
then to economics, then to mathema- 
tics. 

“Toward the end of the academic 
course, and preferably before its comple- 
tion, take up courses in bookkeeping 
and accounting. If possible, oppor- 
tunity should be found for actual exper- 
ience in the keeping of sets of books, 
the more the better. 

“After at least a year’s bookkeeping 
experience, and after an extensive study, 
either at the same time or immediately 
thereafter, of accounting, auditing and 
business law, I advise a man to seek the 
inestimable advantage of association, in 
no matter how humble a capacity, with 
a reputable practitioner. 

“And if the beginner finds himself 
on the staff of a disreputable accountant, 
he should run away from his position 
as from a thing defiled. 

‘The young professional man should 
also give time and energy to public 
and social movements, secure in the 
knowledge that such service is never 
unrequited. But, as in other profes- 
sional fields, an appreciable part of his 
compensation must come in forms other 
than that of the coin of the realm. 


Material Rewards 


‘Nevertheless, to the man of ability, 
perseverance, and uprightness, the ma- 
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pe first regular Fall meeting of the Pace Alumni Association wi 
be held in September. Plans are now being made to start th 


terial awards are at least as high as” 
those offered in any other professional 
field. Whether public accounting, once 
entered, shall remain a life work fre- 
quently depends on chance. Heads of 
many large and influential organiza- 
tions, governmental and private, are 
ably manned by men who were once 
accountants. The opportunity in this 
field is worthy of a man’s best en- 
deavors, and honest and able service 
in accounting holds forth promise of 
rich reward.”’ gq 
As Dr. Klein’s voice grew eloquent, 
I knew he must be an effective public 
speaker. He is a member of the Na= 
tional Republican Club, the Mecca 
Temple, The Economic Club, the Not= 
wood Golf Club, the City Club, and a 
director of the City College Club. He 
was formerly editor of the federal 
taxes department of the New York 
Globe. He is a member of the American 
Institute of Accountants, of the Ameri- 
can Economic Association, of the 
Merchants’ Association, and of the New 
York University Philosophy Society 
He was an expert on the Council 
National Defense, has written “‘Ele 
ments of Accountancy’ (published 1 
1914), ‘Principles and Methods 
Commercial Education’ (1915), “T 
Student’s Handbook of Accounting 
(agts5), and ‘‘Bookkeeping and Ac 
counting’ (1917). He took his B. $ 


y 


in 1906 at the College of the City of 
New York, his M. A. in 1909, and hi 
Ph. D. in r910, at New York Univers 
In ror1 he became a C. P. A., in 192 
member of the New York Bar, and ha 
lectured on federal and state taxati 
auditing, and accounting systems 
both institutions. He married in 19 
and his home is at 440 West End Avenu 
New York. .. 
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season with an unusually interesting program. A speaker of national 


prominence, Cordes and Marks, and songs by Joe Myer will b 


among the features. 


A more detailed announcement, giving the date of the meeting 
and the name of the speaker will appear in an early issue of The 


Pace Student. 


F. M. ScHAEBERLE, Executive Secretary 


S pecralixed Ability—Its Vocational Import 


“Jack of All Trades’ Plays a Losing Game 
eo Lhe “White Collar @mlop o> Success a 
Matter of Logical Self-development 2» > 


Y “specialized ability,’’ used in the 
Be diag of this article, I mean pro- 
ciency in some particular type of work. 
ou know there is an old saying to the 
fect that a man is a “‘Jack of all trades 
It master of none.’’ This saying is 
ed more often than not in contempt, 
otder to describe a handy man who 
N give a fairly good account of him- 
If on any task that comes along, but 
ho is not thoroughly well trained in 
Y specific vocation. The Jack of all 
ades has no specialized ability. 
In days gone, thoughtful parents in- 
ted that each son should learn a 
ide. A boy was often required to 
in a trade even if he did not expect to 
ow it, on the theory that a special- 
d training was good to ‘‘fall back 
On’’ in case of necessity. The 
sic idea of specialized ability is 
t new. 


Division of Labor 


Adam Smith, who laid, one hundred 
1 fifty years ago, the foundation for 
dern economic thinking, called at- 
tion in his day to what he considered 
be the extreme division of labor—a 
ision that expressed itself in the 
ious trades and occupations. But the 
ditions in this respect in his time— 
at the time of our American Revolu- 
¥—were simple indeed as compared 
the conditions now existing. Since 
t time we have had the introduction 
development of steam power and 
use of power-driven machinery. 
te development, in fact, has taken 
2€ with respect to specialized jobs 
he last century and a half than took 
s¢ in the two thousand years pre- 
ing the time of Adam Smith. 
he result is that the percentage of 
ple who are specially trained for 
ricular trades and callings has stead- 
tisen, and the position of the person 
2 has nothing to contribute but 


general and non-specific ability has 
become progressively worse. Most of 
us are specialized workers of one kind 
or another. 

In the world of physical work we 
have the various crafts, such as printing, 
lithography, wood-carving, decorating; 
we have the various trades, such as 
bricklaying, plastering, carpentry, 
plumbing; we have factory jobs, 
each of which requires a knowledge of 
how to operate a machine or to Carry 
out a certain process; and we have 
common labor. A comparison of the 
wage scale of the common laborer with 
that of the craftsman, discloses the fact 
that the person who has mastered a 
craft or trade earns two or three times 
as much as the common laborer—say 
$50 to $100 a week, instead of from $20 
to $30 a week—and the craftsman per- 
forms his work under more pleasant and 
agreeable conditions than the common 
laborer. 

I shall not dwell here especially 
upon the conditions of work in the 
various crafts and trades. I do desire, 
however, to call attention to the fact 
that they afford many attractive work 
Opportunities in which the worker can 
hope to earn at the rate of from $2,000 
to $5,000 a year, with relatively short 
working hours and pleasant conditions 
of work. Many a father and mother 
might well investigate conditions in the 
various crafts and trades before deciding 
that the only desirable opportunity for 
their son’s success lies in a so-called 
“white collar’ job. I should personally 
prefer the lot of a skilled craftsman to 
that of a general clerk in an office. 


The ‘‘White Collar’ Job 


When we come to the professions and 
business office employments of various 
kinds—'‘white collar’’ work in general 
—we find that the work is divided 
into specific callings, much as it is in 
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the world of technical affairs. There 
are, for example, the three original 
professions of medicine, law, and the- 
ology, as well as many of more modern 
development, such as dentistry, engi- 
neering, architecture, and accountancy. 
Each one of these is a highly specialized 
calling which requires for its practice 
years of professional or technical study, 
as well as years of experience. 

It takes something like six or seven 
years for a boy to become a full-fledged 
physician after entering a medical 
school, and this training should be 
preceded by college work and high- 
school study. 

In order to qualify for law, one must 
have at least one year of general college 
work, three or four years’ work in a 
Jaw school, and a yeat or two as a law 
clerk. 

In accountancy, it takes at least five 
years before a person can become a full- . 
fledged practitioner with the certificate 
of certified public accountant. There 
must be five years of experience, during 
which time it is possible to carry on the 
required theoretical study in evening- 
school classes. This profession differs 
somewhat from the others because of 
the fact that there is a very large de- 
mand for accountants in private prac- 
tice; and for this big division of the 
field there is no set requirement, such 
as the attainment of the C. P. A. certi- 
ficate, for admission to practice. 

All these professions, and others such 
as dentistry and engineering, are highly 
specialized callings, requiring the pos- 
session not only of good general educa- 
tion, but combined theoretical study 
and practical experience. 

In business employment we find many 
positions requiring highly specialized 
training. As already indicated, the 
person who becomes the chief account- 
ing officer of a modern organization, 
occupying the position of controller, 


5 


6 


auditor, or treasurer, must have a 
theoretical training about the same as 
that required for the public practice of 
accountancy. 


The management of credits is also a 
highly specialized calling, requiring a 
knowledge of law and accounting simi- 
lar to that possessed by the accountant. 
The importance of this highly special- 
ized and remunerative employment ts 
indicated by the fact that there are 
30,000 members in the National As- 
sociation of Credit Men. This organiza- 
tion has recently raised a fund of a 
million dollars or more for the prosecu- 
tion of ‘‘credit crooks.” 

A calling little known to the public, 
but one that is important in the larger 
organizations, is that of the manage- 
ment of traffic. Nearly every large 
organization has a specially trained 
man who must handle rate and ship- 
ment problems and, in general, direct 
the movement of traffic along shipping 
lines that are the most direct and least 
expensive. In addition to a knowledge 
of business organization and certain 
phases of accounting, the traffic manager 
must be a specialist in railroad and 
steamship rates and 1n motor transpor- 
tation matters. 

As we come down the line to the 
less important positions in business, 
we find that some positions call for a 
knowledge of stenography and_ type- 
writing, others for a knowledge of 
typewriting only, others a knowledge 
of the use of the adding machine or a 
mechanical bookkeeping device, others 
a knowledge of filing, of recording cost 
data, of handling cash, or of some other 
specific task. 


When the work of all these specific 
positions is taken care of, there is left 
a class of work which can be performed 
by one who has merely general office 
ability—that is, by the general clerk— 
the common laborer of the office world. 


There is nearly always a demand for 
people who have highly specialized 
abilities of the various kinds enumer- 
ated. A person who is a thoroughly 
well-trained stenographer has a definite 
work capacity that is needed on every 
hand. The same is true of a well-trained 
file clerk, of a well-trained librarian, or. 
of a good bookkeeper. 


Because of these facts, it is of first 
importance for any one who is to earn 
his living, either in an office or out in 
the world of physical work, early to 
select some special work in which to 
become technically proficient. In this 
work he should become proficient, by 
reason of day or evening study and 
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experience, at the earliest possible 
moment. 

But we have stated so far only the 
beginning of the vocational problem. 
Nearly every one of my readers is al- 
ready working in some specialized 
job. He may be a craftsman, or a 
stenographer, or a bookkeeper, or a 
credit man, or he may be specifically 
trained for one of the other innumerable » 
positions required in modern business. 
All this being true, the most insistent 
personal problem is advancement from 
a specialized job of a relatively low 
grade to one that affords greater oppor- 
tunities with respect to work and 
income. 

If a person thus finds himself or her- 
self performing specialized services in 
a low-grade position, he should make a 
survey that includes a review of his 
personal abilitics and aptitudes and of his 
vocational opportunities. Such a person 
may very well ask himself the following 
questions: 

Is there a vocational relation be- 
tween the specialized work that I now 
perform and the duties of a position 
higher up? If so, what specific prepara- 
tion can I make, by evening study or 
otherwise, for the higher position? 

Is my general education sufficient to 
setve as a base for the technical study 
and the performance of the duties of the 
higher position? 


Academic Background 


In all the professions, and in all 
specialized business positions of an 
important nature, specialized vocational 
ability must be supported by general 
education. A person with limited 
academic education soon finds that he 
has a two-fold problem—the develop- 
ment not only of additional ability to 
perform the specific duties of a job 
higher up, but also of a knowledge of 
English, mathematics, the natural 
sciences, history, and of other subjects, 
a knowledge of which is necessary in 
order to support a career which calls 
for the exercise of the higher powers of 
reasoning and for daily contacts with 
people of liberal education. 

Oftentimes, I find it necessary to ad- 
vise, first, the study of some specific 
vocational subject for a limited time, 
in order to increase income; secondly, 
the suspension of such study for a period 
of time during which the necessary 
academic foundation is obtained; and, 
thirdly, the resumption of technical 
study. It is often necessary thus to plan 
a vocational program extending over 
several years. 
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I can not give full consideration to 
all the problems involved in laying out 
and in carrying through a vocatio 
program of self-development. I have 
attempted merely to lay a general basis 
for articles that I shall later give on 
various phases of vocational develop: 
ment. : 


Age of Specialization 


I wish, however, to emphasize the 
fact that we are in an age of extreme 
specialization in which there is limited 
opportunity for general workers who 
have no special training in a trade or 
other calling; that, while it is compar. 
tively easy to acquire the limi 
knowledge necessary to write sh 
hand, to run a typewriter, to keep a 
simple set of books, or to run an office 
or factory machine, it is a serious unde 
taking to acquire the technical traini 
necessary for the successful practice 0 
profession or to fill one of the high 
administrative positions in mode 
business. 


Vocational Objective 


I wish to emphasize, further, the 
fact that the person who occupies ot 
of the minor specialized positions, if hi 
would move upward, must determin 
upon his vocational objective; and hi 
must then, by specific preparation alon 
technical lines, and by making all neces 
sary coincident study of academic sub 
jects, prepare himself step by step te 
the responsibilities of the positio 
higher up. The: whole matter of pei 
sonal success and advancement is 
problem that should be studied af 
solved in the same matter-of fact wa 
that an engineering problem is stu 
and solved. There is plenty of work 
all kinds to be done; the rewards af 
ample; and almost any man or womé 
possesses abilities that can be shape 
and developed in such a way ast 
bring a substantial measure of succes 
provided a workable plan is formula 
and carried along over a term of yeaf 


HE dedication of the new buildit 

of the College of Commerce 4 
Business Administration of the Ut 
versity of Illinois at Urbana, on 
6, 7, and 8, furnished an opport 
for an interesting conference on & 
legiate education for business. Rept 
sentatives from many of the colleg 
and universities were present at 1 
invitation of the University of Ilit 
officials. 


Organizing a Personnel Department 


Outline of Personnel Work for Large Corpora- 
twon 2» Detailed Answers to Specific Ques- 
toons 2» General Nature of the Work 2 


| ODERN American industry is 
M. characterized as much by the 
: scientific study of personnel and 
ts provision of medical service, training 
ourses, athletic fields, and old-age pen- 
ions as it is by mass production and 
May interest our readers to know the 
etails of an instance in which a con- 
roller, a Pace man, has been charged 
vith the responsibility of getting a 
york of this kind under way for one 
f the largest corporations of the 
Ountry. 

This controller, in seeking advice of 
1¢ editor in this matter, was referred to 
scar M. Miller, for years a member of 
te Pace staff, who outlined the essen- 
al provisions of personnel work in 
le Eillowine letter, which is a note- 
forthy contribution on this subject. 
“Your questions, which I shall an- 
ver seriatim, are as follows: 


The Questions 


1. If a personnel department is 
aintained, what is the nature of the 
ganization? 

_2. What records are kept? 

3. What powers are vested in the 
tsonnel manager as to fixing wages 
salaries? 

“4. What powers are granted as to 
fing or discharging; also to what 
tent transfers of employees are made 
om one department to another? 

“5. Does the personnel manager 
ve a voice in salary increases. or does 
“make any suggestions in this direc- 
yn?’ 


4s 


The Answers 


“(1) The nature of the organization 
4 personnel department must depend 
ty much on the nature of the business, 
2 location of the employees—whether 
idely scattered in small units or closely 
ogregated in a large institution. But 
latever may be the simplicity or the 
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complexity of the personnel organiza- 
tion, it should touch every phase of 
personnel from the first step of inter- 
viewing for selection to the last one of 
laying off, discharging, or retiring on 
ension. 

(2) It is easy to overdo record keep- 
ing, just as it is easy to keep too few 
facts. There should be a sufficiently 
complete record of cach employee to 
show when and at what age he entered 
the company’s employ, his home ad- 
dress, names of his nearest relatives; 
and in these days of workmen’s com- 
pensation laws, there should also be 
some special facts recorded as to his 
health conditions at the time of em- 
ployment. 

“As his period of employment con- 
tinues, the promotions should be re- 
corded and also unusual absences on 
account of sickness, accidents, leaves 
of absence, or layoffs. Usually absences 
under thirty days are not recorded. 

“If the policy of your company is 
that of promotion from within for all 
responsible positions, then from the 
very beginning there should be periodic 
entries on the employees’ record which 
some people call ‘‘rating.’’ Whatever 
definition may be used, those entries are 
intended to show the growth in ability, 
in judgment, and in knowledge of the 
business, as well as the attitude of the 
employee toward the institution and 
its success. 

““G) Small personnel managers feel 
that they should have authority to fix 
wages or salaries. A thoroughly quali- 
fied and experienced personnel manager 
thinks differently. That they should 
have a very close relationship to the 
fixing of wages or salaries goes without 
question, for the personnel manager in 
any organization should be the one 
most conversant with all the vocations 
and jobs in the place and théir relation 
to one another in dollars and cents 
values. Also, he is the one who should 


know the labor market on the outside, 
not only in the community, but in the 
state and in the nation. 

“Therefore, he should be on any 
committee within the organization that 
has to do with the fixing of wages or 
Salaries; if no such committee, then he 
should be called into consultation with 
cach department head so that the recom- 
mendations from the various depart- 
ments will be in harmony. 


Hiring and“ Firing’’ 

“() With a qualified personnel man- 
ager at the head of such a department, 
no department in the institution should 
be permitted to hire or discharge except 
through the personnel department. 
That needs a word of explanation. No 
department manager should feel obliged 
to take applicants referred to him by 
the personnel manager. But if the 
personnel manager has had experience 
in sorting applicants, the department 
heads will very soon find that they do 
not need to have more than one or two 
applicants come to them to filla vacancy 
which they had reported to the per- 
sonnel department. The personnel man- 
ager will send applicants who he 
knows can do the work, and who he 
feels will please the manager of the 
department to which he sends them. 
He must take into account personal 
equation as well as the job to be done. 
The department manager’s O. K. on the 
slip handed to him by the applicant, 
when returned to the personnel man- 
ager, will show the personnel manager 
that the applicant has been hired. 

“Conversely, discharges should go 
through the personnel department, each 
department manager merely stating to 
the employee that so far as that depart- 
ment is concerned they have no further 
use for him. The personnel manager 
may discover that it was a wrong place- 
ment in the first place, and that an 
employee who cannot make good in 
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one department and is therefore dis- 
charged therefrom, will, if removed 
from that department without stigma, 
go into another department with zeal 
and a determination to make good. 
This saves the cost of turning a trained 
employee out the gate to take in a new 
one for whom much expense in the way 
of supervision and training must be 
made. 

“Transfers from department to de- 
partment are always necessary, because 
most industrial plants have peak periods 
in one department to correspond to low 
activities in other departments. When 
personnel departments are watching 
these matters carefully, transfers can 
be made in such a way as to really cause 
them to be considered almost as promo- 
tions. The old method has been to let 
the department with surplus help, turn 
it out the gate and the department 
needing more help hire new folks at the 
gate—a very wasteful process. 

““(5)) My answer to number 3 covers 
this question to some extent. It is a 
wide-awake personnel manager that 


discovers able employees who are 
pocketed, and who are, consciously 
or unconsciously, retained in a pocket 
of a department for their value in that 
department, when they would be of 
greater value to the organization as a 
whole if transferred or promoted to 
another department. I suppose this 
situation results from the fact that de- 
partment managers in most organiza- 
tions still have some of the selfish 
instincts; each one desires to retain for 
his own department those who were 
trained by him; and who have turned 
out good work under him. It is not 
fair for employees to have their future 
entirely circumscribed by the attitude 
of their department head, and the per- 
sonnel manager should be authorized 
by the chief executive of the company 
to search out employees qualified for 
transfer from department to depart- 
ment, to positions of higher responsi- 
bility. 


Employee Representation 
‘IT now see that I have dictated at 


Are You a Vocational 


Early Traits and Hobbies Likely to 
ing e» School Records Form More Reliable Basis 


for Determining Occupational Training 2» 2 


ANY mistakes are made in the 

N | matter of advising young men 

and young women with regard 

to the selection of their occupations, 

because of the lack of an understanding 

on the part of their parents and friends 

—and, it may be, on the part of their 

teachers—of certain well-settled prin- 
ciples of vocational guidance. 

One of the commonest of these errors 
is to conclude, because a boy shows at a 
certain age a very considerable interest 
in a particular subject, that he should 
follow a vocation related to the thing 
in which he is interested. For example, 
many a parent has concluded, be- 
cause a boy of age 15 or 16 is interested 
in radio and devotes a good deal of time 
to it, that he should become an electri- 
cal engineer. In the same way, if a boy 
shows a rather unusual interest in 
drawing, it may be concluded by the 
parent that he should become an artist. 


It is well known that a developing 
youth comes up through various stages, 
during each of which his interest is 
likely to run high in a particular sub- 
ject. If all the boys, for example, who 
at one time had ambitions to become 
circus performers had ‘accomplished 
their intense desires, few people would 
be left to perform the prosaic occupa- 
tions of life. The same might be said 
about professional baseball playing, 
scouting, and a great many other 
things in which the boy has at some 
particular stage of his development, 
shown a dominant and compelling 
interest. 


May Lead Into Calling 


Of course, the interest in acrobatics, 
in baseball, in mechanics, in art, or in 
music, may be so constant as to lead the 
boy eventually into the calling that 
is most closely related to this boyish 
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greater length than I had anticipate 
when I started the letter, and I believ: 
there is only one principle.of industria 
relation that might well be made th 
subject of an additional paragraph. Ih 
industries of considerable size and mucl 
prominence, it is no longer an experi 
ment to deal directly with the employee 
in the matter of wages, hours of labor 
and other conditions of employment 
There was a time when employee repre 
sentation was looked on with mucl 
questioning on the part of the old typ 
manager. I believe that time has gon 
by, but this sentence does not meai 
that I consider employee representatioi 
applicable in all industries. Certainl 
one would be justified in making a care 
ful study of the conditions in his indus 
try to determine whether employe 
representation should be considered a 
a possible additional factor in the im 
provement of relations between em 
ployees and managers. In this lon 
letter I have been able only to hit th 
high spots in the matter of personne 
management. 


Prophet? 


be Mislead- 


interest. In other words, there will k 
a small number of boys, who are if 
tensely interested in radio and relate 
matters, who will maintain the interes 
during the entire term of their academt 
education, and who will have th 
stamina and necessary mental qualits 
to become engineers, or at least to ente 
some of the related callings and becom 
electricians, draftsmen, or mechanics. 

In the great majority of these if 
stances, however, the interest, whethe 
it relates to mechanics, drawing, musi 
photography, or what not, is merely 
transient state of mind, and the variou 
interests are likely to succeed one af 
other as the boy approaches maturity 
The first thing, therefore, to bear 1 
mind is that something more is necés 
saty than a transient interest, eve 
though it is keen at the moment, # 
indicate that a boy should be guide 
into a particular occupation. 
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Another consideration to be kept in 
mind, is that an occupation should be 
fairly acceptable from the viewpoint 
of the income possibilities. To take 
an extreme example to illustrate my 
point, a boy may have a strong literary 
tendency, with poetical inclinations. 
Even though this tendency is pro- 
nounced and long continued, there is so 
little return for writing of this sort that 
it would hardly do to encourage the 
boy to adopt the writing of poetry as a 
profession. It would be much wiser in 
such an instance to see to it that he ob- 
tained eventually a good journalistic 
x advertising training, in either of 
Which the pronounced literary abilities 
sould be used with a fair hope of ob- 
aining an economic return that would 
ye sufficient for him to maintain him- 
elf. 


Academic Records 


We usually have available with re- 

pect to each boy (and each girl for that 
latter) facts that are much more useful 
s a basis for vocational judgment than 
he transitory expressions of interest to 
thich I have red: By the time a 
udent graduates from high school, 
cords are available covering his work 
| various studies for a period of twelve 
ears. There is, presumably, an un- 
‘oken record with respect to his 
yility in arithmetic and related mathe- 
atical subjects. There is a record that 
lows his performance in English from 
earliest language studies to the 
udy of such classics as The Merchant 
Venice and Comus. There are avail- 
ile also, records with respect to the 
terest and accuracy shown in the 
tural sciences, such as chemistry and 
ysics. There are records in other sub- 
tts of study, such as history and 
‘eign languages, which disclose mem- 
y ability as well as continuity of 
rpose. 
[n these records is found a complete 
d comprehensive history of the reac- 
ms of the individual under work 
Qditions. Of course, the ‘‘work’’ is 
tool work, but a certain discipline is 
intained year after year, certain 
ks are assigned requiring different 
ids of mental ability, and the results 
impartially and faithfully recorded 
al the student reaches the time, at 
conclusion of his high-school work 
college work, when he will engage 
vork proper. 

Yow the proper use of this very 

cific information is dependent upon 

ether the person who attempts to 

‘it knows the relation between the 


H. C. Wintrams 
Chief Accountant with the 
Associated Oil Company 
‘Bes in the dark ages of ac- 
countancy study—in the tiny 
office on Nassau Street where Pace 
Institute had its ince ption— Herbert 
C.. Williams, chief clerk to the 
general superintendent of the Tide 
Water Oil Company, enrolled with 
Pace & Pace to commence his account- 
ancy study. 

As the years passed, Mr. Williams 
SO wmpressed the management of the 
Tide Water interests, that, in 1907, 
Shortly after completing his work at 
Pace, he was promoted to the position 
of controller. He continued in this 
capacity until 1916, when, to use 
Mr. William: own words, ‘‘the 
desire to see more of the country over- 
came my sense of security in my 
position.”’ 

Soon after leaving the employ of 
the Tide Water Oil Company, Mr. 
Williams secured a position with 
Cosden and Company, aj Tulsa, 
Oklahoma. In a very short time he 
was rewarded by being elected trea- 
surer of that concern. Mr. Williams 
remained in Tulsa with Cosden and 
Company for three years. 

Mr. Williams then chose Cali fornia 
as a logical place to locate. In 1920 
he secured a position with the Asso- 
ciated Oil Company, with which he 
as still connected. His first work with 
this company consisted of installing 
@ cost system at their Avon refinery. 
The system, as he installed at, is still 
an use. In 1922 Mr. Williams was 
appointed assistant auditor of the 
company. In the fall of that year he 
was sent to Los Angeles to assist in 
organizing the accounting bureau of 
the company in that city. In May, 
1923, he was placed in complete 
charge of all the accounting operations 
of the company in the southern dis- 
trict, in which capacity he has re- 
mained ever since. 

And don't allow our reference to 
the “dark ages’ in accountancy to 
mislead you—these dark ages are 
comparatively recent. “‘H. C.”’ was 
a youngster when he discovered the 
founders of the Institute, and he is 
still a young and enthusiastic ac- 
countant, filled with the forward- 
looking vigor of his adopted home- 
land. We, the Pace Organization, 
are both fond and proud of H. C. 
Williams. 
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results shown by various courses of 
study and the requirements in certain 
occupations. For example, there is a 
definite relation between good work in 
mathematical subjects of study and 
such occupations as bookkeeping, ac- 
countancy, engineering, architecture, 
and the like. The bookkeeper must 
work with precision, he is continually 
recording facts expressed in figures, and 
he must, every hour of the day, use the 
ordinary processes of arithmetic. In 
accountancy, he must express facts and 
conclusions in numbers, and of course 
must have more background in mathe- 
matics than the bookkeeper. If he is to 
be an engineer or an architect, he must 
carry his mathematical studies to a very 
advanced stage in order to graduate 
from a technical school and thus pre- 
pare himself for his work. 

If, in looking over the record of a 
student, it is found that during the 
entire time of his study he has had 
trouble with his mathematical subjects 
and has been able to pass only by dint 
of review work and extraordinary ef- 
fort, it is a foregone conclusion that 
such a student should not be encouraged 
to enter an occupation the work of 
which is based very largely on ability 
to Cafty out mathematical processes 
of one kind and another. 

Such a student might, on the other 
hand, have shown exceptional pro- 
ficiency in history and in the languages. 
The stenographer or private secretary 
should have an exceptionally good 
memory, a natural aptitude in English, 
and a capacity for acquiring a large 
vocabulary; but he need not, under 
ordinary conditions, do much work 
with respect to numbers. Proficiency 
in English, history, and the languages 
would indicate a good basic ability for 
stenographic work, as well as for pro- 
fessional occupations such as law, in 
which an interest in history, statesman- 
ship, and the like, and the use of 
English are much more needed than 
mathematical ability. 


Ability in Natural Sciences 


If a student shows a decided ability 
in the natural sciences, particularly if 
it extends to biology, certain phases of 
psychology, and the like, an aptitude 
for medicine may be indicated. Cer- 
tainly there would be no basis for medi- 
cine if the student had shown no 
inclination whatever to become inter- 
ested in the chemical and biological 
sciences. 

In these school records is found a 
very treasure-trove of facts, which 
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should be used by parents and teachers 
for the purpose of obtaining a reliable 
basis. for advising young men and 
women with respect to their occupa- 
tions. Broad fundamental judgments 
can thus often be reached on a sound 
basis, and costly mistakes with respect 
to professional or technical school 
training can often be avoided. 


After the general field of work is 
decided upon, there is still plenty of 
opportunity left within the field of 
work selected for the exercise of choice 
and judgment. For example, if a boy 
is technically inclined and does not 
have the opportunity to make prepara- 
tion in an engineering school, there are 
many mechanical trades and callings 
that are related to engineering. There 
is the field of automobile work, electri- 
cal work, and factory work generally, 
in which there are numerous callings 
that are attractive, both as to the na- 
ture of the work and earnings, to those 
who are mechanically inclined. In 
engineering there is the choice between 
mechanical engineering, civil engineer- 
ing, chemical engineering, architecture, 
and related technical occupations. 
Architecture, of course, calls for more 
artistic inclination and aptitude than 
does mechanical engineering, although 
the same mathematical base is essential. 
There is now a very great dependence in 
industry upon chemical engineering, 
and this work requires an interest and 
ability in the natural sciences, particu- 
larly in chemistry. 

In accountancy, there is not only the 
professional side, which involves the 
attainment of the certified public ac- 
countant certificate and experience in 
practice, but the larger field of private 
accountancy practice, in which many 
able accountants are serving as auditors, 
controllers, treasurers, and in other 
executive Capacities. 


The First Job 


The point is that once the large 
general field is determined—whether it 
be technical, accountancy, selling, or 
what not—there is a basis upon which 
the young man can choose his studies, 
and upon which he can act in selecting 
his first position. If he is to go into 
marketing, he should, after completing 
his general education, make a special 
study of selling, advertising, and the 
like, at the same time obtaining the best 
experience he can in actual selling. It 
does not matter, in his first position, 
whether he acts as a junior salesman in 
an automobile agency, or sells men’s 
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furnishings, or obtains subscriptions for 
a magazine. He must learn how to 
meet people, and to bring them to his 
way of thinking. The main thing, if 
he has the natural aptitude for this 
work and desires to follow it, is that 
he should not lose time by trying to 
work as a stenographer or as a book- 
keeper. In the same way, a person who 
has the natural aptitude of the account- 
ant will lose time and undergo much 
unnecessary vocational hardship if he 
tries to make his way by selling. 


This choice with respect to the gen- 
eral aspect of work should be made very 
early by the young man—before leaving 
school, if it is at all possible. Upon the 
decision thus made, action can be taken 
as to the type of position that is most 
suitable and the courses of incidental 
study that should be carried along in 
order that educational headway may be 
maintained. When this plan is fol- 


lowed, a more definite vocational pro- 


gram can be carried out as the years 
go by, and the individual’s education 
and work can be directed into the most 
productive channels. 


Ignore Transient Tendencies 


To reiterate, it is desirable that tran- 
sient vocational tendencies displayed 
on the part of a developing youth 
should be quite generally ignored. 
Dependence should be placed chiefly 
on the tendencies that are long sus- 
tained, and particularly upon the scho- 
lastic records which are made over the 
long period of training that normally 
precedes vocational work. These 
records should be studied with rela- 
tion to the various occupations, and 
a selection of the general division of 
work should be made on the basis of 
these records. Within this sphere of 
work the young man should move ahead 
on the basis of a carefully planned pro- 
gram, which includes incidental study 
over a period of years, carefully worked 
out to insure intellectual and vocational 
development. Many a parent may be 
measurably helped in a serious problem, 
and many a young man may have his 
vision clarified, if the principles I have 
given are applied in the ways that have 
been suggested. The Institute realizes 
the difficulty of self-analysis or of 
parental analysis in these rather intri- 
cate matters of vocational guidance, and 
therefore stands ready to consult with 
parents, teachers, or individuals, and 
to aid in any way that it can in working 
out scientific vocational programs for 
young men and women. 
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The Use of Journal | 
Gee | 
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Bees physical restrictions upon th 
use of a bound journal in which con 
plete details of journal entries are r% 
corded, especially so far as the attack 
ment of supporting detail is concernes 
have resulted in the development of, 
columnar form of journal-voucher regi 
ter, by the use of which journal ae | 
are formally entered upon individ 
journal vouchers. Complete detail — 
shown on these journal vouchers, whic 
are numbered in sequence and file 
under conditions that will insu 
their security. Sufficient detail is u 
cluded in supporting schedules, lette 
of confirmation, written authoriti¢ 
and the like to make audit verificatic 
as convenient as possible. . 


BLANK COMPANY 
Journal Voucher No. ' | 
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DEBIT CREDIT 
Analysis Analysis 
Record | Ledger|) Record |Ledg 


Entered in Vouchered _ 
Journal by asad: Basia sd ea Deets ts aor 


Posted to 


Analysis Record . Approved by 


Since most systems of accounts 
volve the use of control accounts 
supporting detailed records, the joumt 
voucher should be in such form as 
insure convenient posting to subsid 
records when such posting is necess 
A form of journal voucher which? 
found favor in practice, and which] 
vides for the recording of the e 
of the journal entry upon det 
records, is shown above. 


Learn to Cooperate as Basis for Success 


O ability is more important 
Ni from the viewpoint of voca- 

tional advancement than the 
ility to cooperate. If one can give the 
st there is in him to group action, 
bordinating, if need be, his own 
dividual opinion, he is likely to make 
good baseball player, a good soldier, 
'a good employee of a business cor- 
ration. There is a great deal that can 
said profitably with respect to the 
velopment and exercise of this essen- 
ul work ability. 
Look around you, and you will note 
re and there an individual who is not 
operative. There are fraternal socie- 
es in his community, but he does not 
in them; there are churches, but he 
yes not wish to undertake the respon- 
bilities of personal membership in any 
1e of them; there is a chamber of com- 
erce, but he lets the other fellow join 
hile he remains outside. If he is a 
ofessional man, he does not support 
s professional society. 


The Objector 


If by force of public opinion a man of 
is type does become a member of any 
ganization, he is likely to refuse to 
bordinate his opinion to the opinion 
the majority; he is always in the 
inority, and the smaller the minority 
e better he enjoys it. If you find this 
pe of person in a society, in a church, 
a legislature, or in a business organi- 
tion, you will find him fighting a 
ttle, not against the common enemy, 
tt against his fellow workers. He 
rms a caste, local and national, of 
nich the late Senator La Follette was 
e high priest. David Harum found a 
ausible reason for the existence of 
as—he said that they at least keep 
dog from dwelling too much on the 
st that he is a dog. The objector, 
Mscientious or otherwise, the non- 
nformist, the Bull Moose, the bitter- 
der—all these gentlemen of the oppo- 
ion and of the minority presumably 
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likewise have their use in the general 
scheme of things, and with this general 
scheme of things we have no quarrel. 

However, after making all proper 
allowance for the usefulness of the non- 
cooperative person, it still remains a 
fact that civilization primarily depends 
on the “get together’’ spirit. It is 
necessary for the individual worker to 
join cheerfully with his fellow workers 
in putting over a job that is for the 
benefit of all concerned. If necessary, 
an effective worker will fall in line 
with his fellows and his chief, even 
though he does not fully agree as to 
the method, of procedure. 


Strength in Group Action 


From the beginning of history, ad- 
vancement in civilization has always 
depended upon the ability of people to 
cooperate effectively. The family, in 
primitive civilizations, is the basic co- 
Operative group, and from the family 
unit has developed the tribe and the 
nation. It has always been known that 
there is strength and profit to be ob- 
tained from group action, but it has 
also always been difficult to maintain 
the allegiance of the individual to the 
group idea. 

In China, today, group action has 
fallen to a low state. There is no effec- 
tive central government, and local offi- 
cials rule and plunder. The wheel- 
barrow tracks, canals, and other public 
facilities. are used by millions, but 


there is no concerted action through 


which they can be kept in repair and 
additional facilities provided. The na- 
tion, therefore, is weak, personal rights 
ate insecure, and economic conditions 
are unnecessarily severe. 


Monuments to Cooperation 


In former days China could tell an- 
other story. The greatest defensive 
military work ever created was the 
Great Wall of China. The wall, with 


its branches, is longer than the distance 
from New York to San Francisco. It 
runs Over mountain ranges and through 
valleys, its height varies from 20 to 50 
feet, it is of an average width of 22 feet, 
and it includes thousands of towers from 
40 to 60 feet high. The construction 
work was carried on during several 
centuries by succeeding administrations. 
It required the work, over long periods 
of time, of hundreds of thousands of 
laborers. Here is an extraordinary 
example of effective group action. 

The Grand Canal in China is another 
great monument of cooperative work. 
This canal is an artificial river 1200 
miles or more in length, with a depth 
that varies from seven to thirteen feet. 
In places it is over a hundred feet wide, 
its sides are in many places faced with 
stone, and it is spanned by hundreds 
of stone bridges. It probably represents 
more human effort than the Suez and 
Panama canals combined. China is no 
longer able thus to marshal her man 
power in undertakings for the common 

ood. 

The Romans were preeminent in team- 
work, both military and civil. Some 
of their aqueducts are still carrying 
water for European communities after 
two thousand years of useful service. 
Many of their roads still provide pas- 
sage for trafhic of all sorts, including the 
modern motor truck and _ passenger 
automobile. The benefits of group ac- 
tion thus extend down through the 
ages. 

In each of the nations that are now 
great and powerful will be found an 
extraordinary ability for group action. 
Military and industrial organizations 
have reached a peak never before at- 
tained. The Great War, it is true, gave 
evidence that some of these nations had 
not yet learned the lesson of interna- 
tional cooperation. They could, per- 
haps, learn this lesson in no way except 
by devastating war. In the end, the 
principle of cooperation will prevail 
because it is constructive and not 
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destructive. Civilization can move 
ahead only by the acceptance of the 
constructive principle of cooperation. 

It is but a step from these fundamental 
principles, which have been illustrated 
briefly by the monuments of history and 
the outstanding events of modern life, 
to the vocational problem of the modern 
worker. He usually finds employment 
in a corporation in which the stock- 
holders and directors formulate general 
policies, and in which the officers pro- 
vide specific work instructions that 
are deemed to be for the best inter- 
ests of the organization and its per- 
sonnel. Plenty of opportunity is 
usually provided in a modern or- 
ganization for the expression of in- 
dividual opinion before a policy or 
procedure is finally adopted. Infinitely 
more liberty is extended in this way 
than is practicable in a military organi- 
zation. Nevertheless, when policies 
and procedures are definitely made and 
stated, it is the business of each em- 
ployee to give loyal support and to sub- 
ordinate, if need be, his own personal 
opinions. Of course, an employee 
should not be expected to subordinate 
his opinion with respect to a question 
of moral right or wrong, such as might 
be raised if he were directed to do a dis- 
honest thing. In such an event an 
employee would have no recourse but 
to refuse and to resign. In the condt- 
tions of ordinary employment, however, 
questions of this kind do not arise, and 
I am speaking only with respect to per- 
formance of the duties that commonly 
arise in employment. 


Non-coo perative Spirit 


The non-cooperative spirit finds many 
expressions. A common one is lack of 
punctuality, which interferes with the 
concerted action that 1s necessary in 
any office or plant. Another instance 
is found in the idle talk and gossip, 
both within an office and outside, which 
interferes with harmonious work rela- 
tions. Another subtle but harmful ex- 
pression is found in the lack of interest 
in the work to be done—a lack of 
enthusiasm which acts as a damper 
upon one’s associates and imposes an 
undue burden upon one’s chief. An- 
other expression is found in the develop- 
ment of an attitude of mind in which 
the employee looks upon the organiza- 
tion as something that must be 
worked in every possible way for his 
own private benefit. 

There are innumerable ways in which 
the non-cooperative spirit can be shown 
by an employee, ranging all the way 
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from direct insubordination to safer, 
but no less harmful, practices, a few of 
which have been enumerated. 

The fate of the non-cooperative per- 
son in a modern organization is limita- 
tion of income, failure to receive ad- 
vancement, and often dismissal. A 
person who is by temperament non- 
cooperative may often, by reason of his 
failure to advance, become soured and 
grouchy and may thereby bring upon 
himself unnecessary hardships. Occa- 
sionally a person of this type will be 
found in the classified service of the 
Government, or in a large industrial 
organization, retaining his or her posi- 
tion by reason of long service and a cer- 
tain measure of technical efficiency, not- 
withstanding his non-cooperative atti- 
tude. In these instances, however, de- 
sirable advancement and income are 
almost invariably withheld, and the 
individual pays a heavy penalty for his 
lack of ability to cooperate agreeably 
with fellow workers. 

This ability—term it what you may— 
the cooperative ability, the proprietor- 
ship state of mind, or loyalty—is a 
vocational essential for anyone who 
aspires to success in organized effort. 
He must develop the “‘get together’’ 
spirit. He must learn how not only to 
express his views at the proper time and 
place, but also to subordinate his views 
to the general opinions and policies of 
the organization in which he works. 
The conditions are somewhat similar to 
those in a democratic form of govern- 
ment. The acceptance of things which 
seem to be good for the organization as 
a whole is necessary in business just as 
it is in government. 


Finally, it should be kept in mind 
that, no matter how necessary the 
objector and non-conformist may be in 
the general scheme of things, he pays 
heavily for assuming such a position in 
a business organization. The person 
who doesn’t work in whole-heartedly 
on the job to be done, but who holds 
back and lowers morale by airing his 
own objections and grievances, is soon 
marked for limited advancement, if not 
for actual dismissal. He is looked upon 
as an obstructionist, and he is usually 
replaced by a person who can loyally 
support the policies of the organization, 
and who can whole-heartedly cooperate 
in putting over whatever job is in hand. 


Can Be Cultivated 


The spirit of cooperation and of 
organization loyalty can be cultivated 
and developed. A beginning can be 


made by a loyal observance of the wor 
ing rules of the organization of whic 
one is a part—an observance that shoul 
extend beyond the mere letter of tl 
tules. Work ability can be develop 
both by careful observation and studi 
of the work that is performed, and |} 
appropriate study during one’s ove 
time. When an employee's reputatic¢ 
is well established for willingness to 
operate and ability to perform his duti 
satisfactorily, the way is wide open 1 
vocational advancement that will ple 
him in a position where he will tak 
an important part in formulating th 
general policies and the working rul 
of his organization. 


Field Trip 


[ee S. S. Berengaria of the Cunat 
Line, was the scene of a recent fiel 
trip made by twenty-five members ¢ 
the Day and Evening Division of Pac 
Institute under the direction of J. 
Myer of the faculty. 


The group, first, was shown the splen- 
didly equipped Cunard offices in th 
Cunard Building on Broadway. Frog 
there, accompanied by Mr. Charles W 
Kay, of the executive staff of the Cunatd) 
Lines, the students visited the ship 4 
its dock. Mr. Kay was a most able ane 
hospitable host,. and lectured on the 
historical significance of various part 
of the boat and explained in detail it 
many interesting features. 7. 


The ‘‘ Berengaria’’ is one of the thre 
largest ocean liners in the world. Th 
other two, the “Majestic,” of th 
White Star Line, and the “‘ Leviathan, 
of the United States Lines, are siste 
ships, and all three were turned over b 
the German Government to the Allies a 
the close of the World War. In appoint 
ments, in numbers, and in the desira 
bility of their accommodations, thes 
ships have no equal. They are modef 
in every respect and, among other things 
include an up-to-date gymnasium and z 
magnificently decorated swimming 
pool. There are two palatial suites 0 
the “‘Berengaria,’’ the Imperial ag 
Prince of Wales. These suites have beé 
occupied by many important personage 
since the war. 1 

The trip proved to be one of the most 
interesting and instructive that th 
students have had thus far, and is one 0 
many such trips made each year in at 
cordance with the regular policy of th 
Institute of acquainting students wit 
actual business and mercantile condi 
tions. 


Are You Familiar with Trade Acceptances? 


Discusston of Uses, Advantages, and Merits of 
Trade Acceptances 2» Their Economic Raison D’etre 
Koestler, Graduate of Pace Institute 


FN the last several years there has 
| come into use in this country a 
- form of credit instrument, based on 
mmmercial transactions, known as the 
trade acceptance.’’ It is quite likely 
at the use of this form of instrument 
ill in time become general throughout 
€ country in all commercial transac- 
dns; and the accountancy student, the 
countant, the credit man, the treas- 
er, the controller, and all others who 
al with the accounting and the fiscal 
atters of business should be thor- 
ighly familiar with this form of 
mmercial paper. The following ar- 
le has hate been prepared, and 
based upon research work of the 
merican Acceptance Council. 


Definition 


trade acceptance, as defined by the 
deral Reserve Board, is a ‘‘draft or 
1 of exchange drawn by the seller on 
= purchaser of goods sold, and ac- 
ated by such purchaser.’’ From this 
inition it will be seen that a trade 
septance must have all the essentials 
an ordinary bill of exchange; and, 
addition, it must originate from a 
Tent transaction concerning the pur- 
ase and sale of goods. A form of trade 
septance recommended by the Ameri- 
1 Acceptance Council is reproduced 
the next page. 


Purpose 


€ purpose of the trade-acceptance 
tem is the settlement of accounts by 
de acceptances, and is intended to 
versede the open-book account so far 
‘Ss practicable. 
‘his form of instrument is not en- 
‘ly new in this country, as it was 
d somewhat during our early his- 
y. The civil war, however, distorted 
financial situation at that time, and 
tisk and uncertainty attendant 
mm the granting of long credits led 
the introduction of offers of large 


cash discounts to insure prompt settle- 
ment in cash, and gradually the open- 
book account with the cash discount 
came into general use. The trade-ac- 
Ceptance system is used largely in 
England, France, and other foreign 
countries, while in Canada the trade 
acceptance, or ‘trade paper’’ as it is 
termed there, with some modification 
respecting discount at banks, is the 
credit medium by which practically the 
entire internal trade of the country is 
transacted. 


How to Use Trade Acceptance 


The seller, when rendering an invoice 
for any fairly large, single purchase of 
merchandise, accompanies the invoice 
with a trade acceptance form duly filled 
out for the amount due; or, if several 
sales for small amounts are made, the 
seller, when rendering a monthly state- 
ment, accompanies the same with a 
trade acceptance form duly filled out 
for the total amount. Upon receipt, 
the buyer has the option of either 
paying the bill immediately, deducting 
the cash discount if any is allowed, or of 
accepting the trade acceptance. The 
latter 1s done by writing across the 
face of the instrument, in the space 
provided, the following information: 
First—the date of acceptance 
Second—the name of the bank at 
which he is to pay the acceptance 
when due : 

Third—the city or town where the 

bank is located 

Fourth—the official signature used 

in his business 
This should be done at or before the 
expiration of the cash discount period 
and the trade acceptance immediately 
returned to the seller. 

It will thus be seen that the ordinary 
expedient of giving cash discounts for 
prompt settlement is not eliminated. 
If an acceptance is used, however, the 
seller has commercial paper at hand 
which, in case of need, he may take 


to his bank and have discounted. Such 
paper is naturally more desirable from 
the viewpoint of the bank than the 
personal note of the seller, because it is 
two-name paper, and because the Fed- 
eral Reserve Act specifically provides 
that such paper may be rediscounted 
by Federal Reserve banks. — 

In this connection it may be stated 
that, to be eligible for purchase by, or 
discount at, a Federal Reserve bank, a 
trade acceptance should present prima 
facie evidence that it is drawn by the 
seller on the purchaser of goods sold, 
and must have a maturity at time of 
purchase or discount of not more than 
ninety days, exclusive of days of grace. 
If, however, the trade acceptance is 
drawn for agricultural purposes or 
against a sale of live stock, it may have 
a maturity at the time of discount of not 
more than six months, exclusive of 
days of grace. 

The three parties chiefly interested 
in the trade acceptance are the seller, 
the buyer, and the banks. How does 
the trade acceptance operate to the 
advantage of each of these? Some of 
the advantages, as seen by the American 
Acceptance Council, follow. 


Advantages from Seller's Viewpoint 


It has been ascertained by certain in- 
vestigations made in connection with 
Open accounts that when bills provide 
for a discount within 1o days, discounts 
are actually taken over a period averag- 
ing 15 days; and when the option of 
say 60 days credit is taken, the average 
settlement is made in from 75 to 80 
days, and to percent or more of custom- 
ers take go days or more. Naturally, 
when a buyer fails to pay his bills at 
the agreed time, he is forcing the seller 
to carry his account on the latter’s 
capital. Each day that He after 
maturity means a shaving down of the 
seller's profit. If the seller does not 
want to lose money on his sales, he 
must add to the selling price, on the 
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basis of past experience, an amount that 
will take care of this shrinkage in net 
return, causing higher prices to the 
purchaser and to the ultimate consumer. 
In effect, under the open-account sys- 
tem, the seller serves a banking func- 
tion in regard to his credit customers. 
By using trade acceptances, the banking 
function of the seller is transferred to 
the bank, where it rightfully belongs. 

The use of the trade acceptance estab- 
lishes quickly the correctness of the 
amount as between the buyer and the 
seller, obviating largely the tendency 
to friction over differences not reported 
until the account is due; it reduces the 
expense of collections; and it lessens the 
cost of conducting business. To carry 
on an open-book-account system, sellers 
often strain their own credit in order 
to,extend credit to the buyer for an 
indefinite time, frequently without in- 
terest, security, or even any evidence 
of the sale. This custom often results 
in loss by reason of the non-payment 
of accounts. 

Perhaps the greatest benefit from the 
viewpoint of the seller is that liquid 
commercial paper is substituted for the 
open-book accounts, the capital for the 
latter being ordinarily tied up until 
maturity and generally longer. The 
seller has paper more acceptable to his 
bank for discount than when he offers 
his single-name paper. Even if he does 
not need to resort to discount, he can 
always feel that he is fortified against 
emergencies by having in his safe, 
instead of ‘‘accounts receivable,’’ ac- 
ceptances which can be discounted 
easily and at fair rates to raise the 
necessary funds. 

Yet another advantage is that the 
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trade acceptance enables a business or- 
ganization to determine with some 
degree of definiteness what its receipts 
will be from week to week. The trade 
acceptance matures at a fixed date, and 
payment can usually be depended upon. 
Over 95 per cent. of all trade accept- 
ances are paid promptly at maturity. 


Advantages from Buyer's Viewpoent 


Those who settle by trade acceptance, 
like those who discount for cash, put 
themselves into a class of preferred 
buyers as against those who, declining 
to use trade acceptances, insist upon a 
long open-book account. The use of 
trade acceptances also serves as a check 
on overbuying, as the necessity on the 
part of the buyer to promptly meet his 
obligations when they come due tends 
to control the volume of his purchases, 
causing him to restrict them to an 
amount that he can reasonably handle. 
Those who pay bills promptly under 
discount obviously have little need for 
the trade acceptance, but all retailers 
should buy at the best possible prices. 
Those who do not discount, but who 
give trade acceptances, strengthen their 
credit standing and can purchase on 
terms which will enable them to com- 
pete successfully with concerns that 
buy and sell strictly on a cash basis. 
The use of trade acceptances causes 
the retailer to be more careful in the 
extension of credit to his own cus- 
tomers. The practice of allowing cus- 
tomers to extend the credit much beyond 
the time originally agreed upon, serves 


to tie up capital and often keeps the 


retailer from being prompt in his own 
payments. If the retailer gives trade 
acceptances, he himself can inaugurate 
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Some authorities have suggested that the words, ‘‘maturity being in conformity with original terms of 
purchase,’’ be inserted following the words, ‘The obligation of the acceptor hereof arises out of the 


purchase of goods from the drawer.”’ 
Acceptance in settlement of past due accounts. 


The purpose of this is to guard against the use of the Trade 
It should be remembered that Trade Acceptances are 


to be used only in connection with current transactions.—Form and description courtesy of the American 


Acceptance Council. 
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the same system with his customet 
This, in turn, will train them to ha 
definite times for the payment of bil 
and will avoid long terms of credi 
with the attendant slow collection 
bad debts, and economic waste; and tl 
smaller amount of capital investme! 
thus required, and its more liquid stat 
will enable him to increase his turnov 
and thereby increase his profits. 

If the buyer meets his trade accep 
ances when they mature, he establish 
and confirms his credit; and if, on occ 
sion, he wishes to bag the date \ 
payment of a trade acceptance, he 
usually able to secure an extension | 
credit by giving a promissory note wit 
interest. | 


Advantages from Banker's 
V zew pownt 
The trade acceptance, which is tw) 
name commercial paper, is one of tl 
most liquid and satisfactory forms | 
purely commercial loans. The cred 
represented thereby gives evidence th 
the buyer is prepared to meet h 
obligation at a certain definite ti 
and is adopting the most approved a 
economical way of transacting busine 
It is generally recognized that tl 
best investment of a commercial bank 
resources is in the purchase of pap 
representing sales ef commodities | 
merchandise actually made, payme 
for which is to be made in the futut 
In lending on single-name paper, U 
banker is loaning really against mix 
security; i.e., goods already sold (rept 
sented by accounts or bills receivable 
and goods in stock not yet sold; at 
also plant and good-will are thoug 
of as being back of it. The trade accep 
ance, therefore, is a more acceptab 
form of investment, as it represents sal 
actually made and carries two nami 
instead of one as security. q 
Many state banks and, under Secti 
5200 of the National Bank Act, | 
national banks are limited in thi 
loans to any single borrower to 
per cent. of their capital and surplh 
which in many cases obliges the lai 
borrower to go outside of his own Gi 
for part of his loans. This prevents: 
local bank from using funds in wh 
in many cases, would be most desira 
loans. This, however, can be overco 
if the borrower holds trade acceptan 
of his customers, because his bank cz 
under the terms of the statute, discou 
these without regard to the ten per ce 
limitation, the statute providing # 
the discount of ‘‘bills of exchange dra 
in good faith against actually exist 
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values, and the discount of commercial 
or business paper actually owned by 
the person negotiating the sale,”’ shall 
not be considered as money borrowed; 
and this procedure also has the added 
advantage of leaving the bank with a 
class of paper which it, in turn, can 
rediscount with its Federal Reserve 
bank without regard to the further 
limitation contained in Section 13 of 
the Federal Reserve Act. 


The Guaranty Trust Company of 
New York has said: ‘‘American business 
men and bankers are rapidly increasing 
the use of this valuable instrument for 
financing trade, which is simply the 
buyer’s acknowledgment of the correct- 
ness of an invoice with the agreement 
to pay for the goods at a stated time. 
The use of the acceptance strengthens 
the credit of the buyer, enables him to 
buy to better advantage, systematizes 
his purchases and payments. For the 
seller, it reduces the burden and loss of 
the complicated and unproven ppen ac- 
count. To the bank, it provides ap- 
proved commercial paper. It turns the 
buyer’s credit and the seller’s wares 
into immediate money.”’ 


Anyone desiring to do so can secure 
further information regarding this mod- 
ern form of credit instrument by writing 
to the American Acceptance Council, 
120 Broadway, New York City. 


PAUL SIFTON, 
of the World, 


SAYS. 

A, CERTIFIED, public accountant 
must get behind the figures on 

the ledgers. 


“He must be able to break up a 
business, an industry, a factory or the 
various activities of a charity into their 
component parts. 


‘He must analyze these parts, weigh 
them, balance them against other parts, 
determine their proper relation to the 
_ whole. 


‘He must pass upon the expenditures 

for raw materials, for machinery, for 

lant space, for labor, for management, 
:. sales, advertising and capital. 


““‘He must determine whether all 
these expenditures have properly been 
made, which ones have been favored, 
which ones slighted. 


“‘He must evaluate the entire man- 


agement, its past operations, its present 
status. 


‘He must put all the parts together 
again and pass judgment on the whole. 

“Often he is called upon to project 
his findings into an outline of a future 
policy. 

“In short, he is a commercial physi- 
cian, a diagnostician. He is called 
upon to determine the health of under- 
takings involving money, to prescribe 
treatment for sick businesses, and to 
chart future conduct.’’—From the World, 
Sunday, May 16. 


New York Times 
Field Trip 


HE daily newspaper is one of the 

marvels of the modern age. To the 
average person, particularly to one who 
has had any experience with printing, 
the way in which the daily news is 
gathered, edited, set in type, printed 
and distributed for consumption, seems 
almost miraculous. It is a matter, 
sometimes, of minutes from the occur- 
rence of a news event to its appearance 
on the street in the form of a newspaper. 
How is this accomplished? 

To answer this question, and others 
of a more economic nature, a large 
group of day school students under the 
direction of J. C. Myer, visited the 
plant of the New York Times, on 
Tuesday, May 11. 


They were conducted through the 
plant by a guide under the direction of 
Mr. Wasserman, an auditor of the 
Times Publishing Co. who is a Pace 
student. The tour started at the thir- 
teenth floor where a large and beauti- 
fully furnished Club Room, Library and 
Roof Garden are maintained for the 
employees. On the 11th floor is ‘a 
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modern cafeteria which is run at a large 
annual loss in order to provide the right 
kind of food for employees. From there 
the group descended floor by floor 
through all the intricate organization 
that enters into a modern newspaper. 
The key-note in all the offices was quiet 
and beauty. This was exemplified in 
the editorial rooms which were sur- 
rounded by a library of current publica- 
tions and research works. On the fourth 
floor is located the typesetting ma- 
chinery which converts the ‘‘copy”’ 
into type for the mammoth presses 
which are located deep in the basement. 
The presses which are three stories 
high are placed below the street level 
to minimize the vibration caused by the 
huge revolving cylinders. From the 
ptess room, where they are cut and 
folded by machinery, the papers are 
loaded onto fast trucks that deliver 
them to main distribution points 
throughout the city. 


The point that was brought home 
most clearly to every students’ mind 
was that the paper, from reporting to 
delivery was the result of organization, 
coordination and cooperation. 


rs HE Pace Student for February, 1926, 
contains an article by Alfred F. 
Upson, attorney-at-law, wherein an in- 
teresting case of the applicability of 
arbitration is described, concerning the 
right of a corporation to build a factory 
on public land reverted to it, and the 
damages suffered by residents near by, 
in the value of the properties.’’ 
American Arbitration Association. 


ARTHUR F. MAXNER, a student at 
Boston Pace Institute, has accepted em- 
ployment as office manager with Glou- 
cester Electric Light Company. 


The PACE 


AAs BING 


for PLACEMENTS, Inc 


A distinctive placement service 
for employers and employees 


CORTLANDT 1465 


30 CHURCH STREET, N. Y. 


Bookkeeping Act in Philippines Works 


Hardships on Chinese Merchants 


cerned—that ancient Chinese add- 

ing machine of wooden balls strung 
on wires in a rack—the accountant 1s 
reasonably well informed. And when 
it comes to converting ““Mex’’ and 
taels, his guess is just as good as any 
other man’s. But as to the audit of 
Chinese accounts in Chinese characters, 
—well, even a revenue man would 
throw up his hands. 

But the question is, does not one 
have an inherent right to use any old 
method, language, or symbols that he 
chooses to record his business transac- 
tions? The whole story of the way John 
Chinaman is getting into polite legal 
and accounting society is so well told 
in The New York Sun of April 19th that 
the article will be reproduced verbatim 
—a fare event in this magazine of first- 
hand thought and reporting. The 
article follows: 

“The ‘anti-Chinese’ bookkeeping law 
_ of the Philippine Islands, which has 
been paraded through various courts to 
test its constitutionality, has reached 
the Supreme Court of the United 
States. The act renders it unlawful 
for any business house in the Philip- 
pines ‘to keep its account books in 
any language other than English, 
Spanish or any local dialect.’ The 
penalty for violation is imprisonment 
and a fine. 

‘The action before the Supreme Court 
‘has been brought by Coudert Brothers, 
of 2 Rector Street, upon behalf of Yu 
Cong Eng and Co Liam, ‘for themselves 
and for the benefit of all other persons 
similarly situated and affected.’ 

“The petition, which was argued by 
Frederic R. Coudert, asks for prohi- 
bition and injunction against the en- 
forcement of the law. The action is 
against the Collector of Internal Rev- 
enue of the islands. 

“In the brief submitted to the court 
Mr. Coudert contends that Chinese 


16 


S O far as the use of the abacus is con- 
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merchants were established in the 
Philippine Islands before the arrival 
of the Spaniards in 1520, and that the 
Chinese written language, the only 
language of importance not permitted 
by this law to be employed,isan ancient, 
scientific tongue used by the Chinese, 
Japanese and Koreans, who constitute 
more than one-fourth of the entire 
population of the world. 

“There are forty-three native lan- 
guages divided into eighty-seven local 
dialects in the Philippine Islands,’ 
Mr. Coudert said. ‘One of such local 
Filipino dialects is employed by as few 
as 983 persons in the islands. 

“ “There are approximately 85,000 
merchants of all nationalities in the 
Philippines. Of this number about 
71,000 are Filipinos, 1,500 are Amer- 
icans, Spanish or British, and of the 
remaining 12,500 approximately 12,000 
are Chinese. These 12,000 Chinese 
merchants transact more than 60 per 
cent. of the total business done by all 
the merchants, and they are the prin- 
cipal distributing factors for imported 
goods and the principal gatherers of 
goods for exportation throughout the 
islands.’ . 


Does Not Read English 

“The petitioner, Yu Cong Eng, is a 
Chinese merchant engaged in the lum- 
ber business, and does not read, write 
or understand the English or Spanish 
language, or any Filipino dialect, the 
brief contends. The books of his busi- 
ness are kept in Chinese. The employ- 
ment of a bookkeeper, if one were 
available who was familiar with the 
prescribed languages, would place the 
books of the petitioner effectually 
beyond his control, it is stated. 

“Mr. Coudert attacked the law under 
three separate counts. He first charged 
that the act is void, as contrary to the 
prohibitions of the Philippine bill of 
rights and the Fifth Amendment to the 
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Federal Constitution; second, that the © 
act is void because it denies to the ~ 


petitioners and others similarly situated 


the rights, privileges and immunities — 
secured to them by the treaties between ~ 
the United States and China and which ~ 
assure to Chinese nationals the ‘most — 
The third ~ 
count attacks the validity of the deci- — 
sion of the Supreme Court of the Philip- — 


favored nation’ treatment. 


pines which upheld the law. 
Beyond Their Comprehension 


‘“ “This law as written will, even if © 
physically enforceable, place the Chi- — 
nese merchants’ books entirely beyond | 
their power and comprehension,’ Mr. — 
‘What possible justifi- — 
cation can be offered for legislation © 
leading directly to such an end? The © 
very briefest examination of the facts — 
herein will disclose the trifling apology — 


Coudert said. 


of social purpose and necessity here 
submitted to thinly mask the object 


of the law which isto be clearly found — 


in its logical effect. 

‘‘ “What reason exists for a classifica- 
tion prescribing the Chinese language, 
when local dialects employed by as 
few as 983 persons are permitted? 


Can books in dialects so little known | 


be more readily examined? 


‘* “There can be little doubt as to the © 


true object of this law, in the light of 
the legislative debates at the time of 


its passage and its peculiar and de- 7 
structive effect upon the Chinese mer- 7 
chants alone, the ‘powerful rivals’ who 7 


do most of the mercantile business of 
the Philippines, and without whom, as 
all but the very short-sighted know, 


the whole economic life of the islands — 


must be seriously impaired. 


"This law is a general penal law | 


aimed directly at the Chinese, and 


convenience to the taxing authorities, | 
if in fact there be any, is but an after- | 
thought conjured up to disguise its 


true nature.’ ”’ 
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Use of the Letter of Credit 


Solves Financial Problem of Both Buyer and 


Seller. 
of the Detroit Bar. 


“TT is a well known fact that the 

traders of foreign countries do not 
catry on a credit system parallel to our 
own in respect to making payments 
within 30 or 60 days. Some method 
must be devised in the case of certain 
sales to assure the seller of receiving 
payment without particularly handi- 
capping the buyer. The generally 
recognized methods of payment, ac- 
cording to the terms of the sales con- 
tract, follow: 

1. Cash with the order or against 

_ shipping documents. 

2. The buyer’s promissory note; or the 
note of a third person; or bill of 
exchange on a person other than 
the buyer, properly accepted and 
endorsed, sent with the order or 
surrendered against shipping docu- 
ments. 

3. Open, or book, credit with subse- 
quent remittance in cash or commer- 

cial paper. 

4. Trade acceptance, or bills of ex- 
change, drawn by the seller on the 
buyer. 

fete RO CREDIT. 

“The last mentioned method of set- 
tlement; namely, Letter of Credit, solves 
the problem of payment to a large 
extent for both the buyer and seller. 
By the use of a Letter of Credit, the 
seller will receive his money upon ship- 
ment, and the buyer is enabled to post- 
pone actual payment until the goods 
have been received and, in many cases, 
have been re-sold. In the transaction, 
a bank will lend its credit without 
actually parting with its funds, and the 
subject matter of the shipment will act 
as security for the whole transaction. 

_ “In order that the operation of the 

Letter of Credit may be understood, 

it is best to take a specific case: The 

buyer wishes to postpone payment for 
ninety days after the goods are shipped. 

By that time, the merchandise will have 

arrived, will have been delivered to the 

buyer, and will have been re-sold. The 
goods will thus be made to pay for 
themselves without any outlay of capi- 
tal on the part of the buyer. The seller, 
on the other hand, wishes to be paid in 
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cash as soon as the goods are shipped. 
Generally, the sales contract is made 
first and stipulates that the buyer shall 
procure either an irrevocable or a revo- 
cable Letter of Credit in favor of the 
seller from the buyer’s local bank, the 
issuing bank in the community of the 
buyer; or, sometimes, in contemplation 
of making the sales contract, the buyer 
will procure the Letter of Credit in 
advance. The buyer, accordingly, ap- 
plies to the issuing bank for a direct 
import Letter of Credit. The buyer 
signs and delivers to the bank a written 
statement containing four main pro- 
visions: 

1. The buyer agrees to the terms of the 
Letter of Credit issued by the Bank. 

2. In consideration of the issue of the 
Letter of Credit, he agrees further 
to pay the bank in a specified man- 
ner the amount of the drafts drawn 
under the Letter of Credit at least 
one day before the drafts become 
due, together with a specified com- 
mission. 

3. The buyer agrees that the bank shall 
hold legal title to the goods as 
security until the amounts due 
from the buyer to the bank shall 
have been paid; that additional 
security shall be furnished on de- 
mand; and, that the bank shall 
have power to sell and to pledge 
the merchandise. 

4. This statement may contain express 
clauses to the effect that the buyer 
will hold the bank under no re- 
sponsibility in respect to invalid 
bills-of-lading, defects in quality 
and quantity of the goods. 

‘Actual cash is a never 
paid by the buyer for the Letter of 
Credit, nor is a present loan arranged. 

“The bank then issues its Letter of 
Credit which may be addressed to the 
seller or to the buyer. It is generally 
addressed directly to the seller. First, 
it states that it has been issued at the 
request, and for the account, of the 
buyer in reference to a specified sales 
contract. Second, it authorizes the 
seller to draw bills of exchange on the 
issuing bank at 90 days after sight, or 
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date, not to exceed a specified amount. 
Third, it states the requirements in 
respect to the shipping documents. 
Fourth, it sets a time limit within 
which the drafts must be presented for 
acceptance. Fifth, it specifies that all 
drafts drawn under the Letter must be 
endorsed by purchaser on the Letter, 
and the number of the Letter must be 
endorsed on the draft. Sixth, it agrees 
with all bona fide holders of drafts 
drawn in compliance with the terms of 
the Letter of Credit that they will be 
honored. Seventh, it contains an ex- 
press provision to the effect that it is 
irrevocable, or revocable, as the case 
may be. The issuing bank may send the 
Letter of Credit back directly to the 
seller, but it is usual for it to deliver 
the Letter to the buyer, who sends it to 
the seller. 

‘Upon receipt of the Letter of Credit, 
the seller proceeds with the manufac- 
ture of the goods, ships them, makes 
out the required shipping documents, 
and presents the drafts, together with 
the shipping documents and the Letter 
of Credit to a local bank, the purchasing 
bank, for discount. This bank purchases 
the drafts. The papers are forwarded 
to the issuing bank, which accepts the 
drafts and detaches the shipping docu- 
ments. When the goods arrive, the 
bank surrenders these documents to the 
buyer on some arrangement, usually on 
a trust receipt. The buyer then pro- 
ceeds to re-sell the goods. When the 
time arrives for putting the issuing bank 
in funds, the importing company will 
have the proceeds from the re-sales. It 
pays the bank in the manner provided. 
The draft then falls due and is paid by 
the bank, but payment by the bank is 
in no respect conditioned in business 
understanding upon previous perform- 
ance of the buyer’s agreement. 

“Thus, neither the buyer nor the 
issuing bank uses cash or its equivalent 
in the Letter of Credit transaction. The 
purchasing bank advances the actual 
money; the issuing bank lends its credit, 
not its funds, in return for a commis- 
sion.’’—From the Detroit Accountancy 
News, published by the Walsh Institute 
of Accountancy, Detroit. 


Pioneer Conditions 


pepe in accountancy, not- 
withstanding our well-established 
societies and many large practices, are 
still of a pioneer character. The bur- 
dens of the pioneer are still to be borne, 
and the rewards of the pioneer are still 
to be had. 
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DAVID BERDON, C.BRA., 
of David Berdon & Co., says: 


“TT*HE four basic questions to which 

a credit man will generally seek 
answer in analyzing a financial state- 
ment submitted to him are the follow- 
ing: | 

1. What is the ratio of total assets to 
total liabilities? 

2. What is the ratio of current assets 
to current liabilities? 

3. What progress has the firm made 
since the date of submission of its 
last statement? 

4. Is it doing too much business for its 
capital? 

Concerning No. 1—What Is the Ratio 

of Total Assets to Total Liabilities? 

‘The minimum desired condition in a 
healthy financial statement should re- 
flect total assets amounting to at least 
$2.00 for every $1.00 of liabilities, 2.e., 
there should be at least $1.00 of capital 
to match every $1.00 owed to creditors. 
Thus, a firm owing $75,000.00 should 
have assets of at least $150,000.00 and 
a net worth of at least $75,000.00. 
Concerning No. 2—What Is the Ratio of 
Current Assets to Current Liabilities? 

“In practically every case a very im- 
portant requirement expected by credit 
men in financial statements submitted 
to them as a basis for credit is that the 
‘quick’ assets should be at least equal 
to the total liabilities. By quick assets 
is generally meant the total of cash, 
accounts receivable, notes receivable, 
negotiable securities (with a ready 
market), etc. In connection with this 
test, merchandise inventories are usually 
excluded from the current or quick as- 
sets, except perhaps in the case of retail 
establishments. 

Concerning No. 3—What Progress Has 

the Firm Made Since the Date of Submis- 

sion of Its Last Statement? 

“Credit men are in increasing num- 
bers placing particular stress upon this 
phase of credit analysis. It will be 
frequently found, therefore, that a firm’s 
credit is seriously impaired, even if the 
previously discussed ratios are satis- 
factory, because comparison of its most 
recent statement with previous ones 
indicates a losing or ‘sliding’ tendency. 
The reasoning is, of course, obvious, 
inasmuch as the ‘capacity’ of the mer- 
chant involved is at all times a vital 
factor in passing upon his credit stand- 
ing and such ‘capacity’ is largely meas- 


uted by the rate of progress which the 
said merchant is making in his business. 
“Tt will, therefore, be found that a 
merchant starting with a $25,000.00 
capital and ending the year with a 
capital of $50,000.00, the increase being 
due to profits earned, will generally 
enjoy a better credit than the firm which 
started the year with a capital of $100,- 
000.00 and ended with a capital of 
$70,000.00, due to losses sustained. 
“While credit men have in the past 
been compelled to draw their conclu- 
sions as to a firm's progress, by com- 
parison of its most recent financial state- 
ments with the previous ones, a grow- 
ing tendency has been manifest in the 
past few years to seek more complete 
enlightenment upon this question by 
requesting of the credit seeker either a 
detailed profit and loss statement or a 
detailed analysis of the capital accounts 
Cin the case of sole proprietorships and 
partnerships) and of the capital stock 
and surplus accounts Cin the case of 
corporations). This additional informa- 
tion has been found necessary because 
of the fact that frequently a firm has 
been able to conceal the fact that it has 
lost money through operations, by 
increasing its business capital through 
additional investments by the owners, 
by writing up some of its assets (par- 


ticularly fixed assets and investments) » 


and other devices of a similar nature 
which would tend to offset any de- 
crease of capital from operating losses. 
Concerning No. 4—Is It Doing Too Much 
Business for Its Capital? 

‘In this connection, of course, the 
measute used to answer this question 
is the ratio of the firm's capital to its 
annual sales. This is a test which credit 
men find necessary because of the fact 
that the credit statements submitted to 
them are generally prepared at a time 
of the year when a firm’s financial con- 
dition is most favorable, and inasmuch 
as it is vital for a credit man to know the 
probable condition of a firm at the peak 
of its season, the sales are utilized as a 
basis for gauging, to some extent at 
least, the probabilities of a firm becom- 
ing unduly ‘top heavy’ during the year. 

‘On this phase there has been a 
noticeable tendency on the part of 
credit men to occasionally request trial 
balances during the year as an additional 


of credit for its capital. 


‘The latter statement raises the inter- © 
esting question as to how much credit — 


a seller may safely extend to a buyer 


based upon the buyer’s capital. No 


fixed rule or procedure can be laid down 


ort is followed in this connection, due | 
most likely to the fact that the three — 


C's (character, capacity, and capital) 
still constitute the basis for all credit. 
It will thus frequently be found that a 
firm with a capital of $100,000.00 will 
be getting as high as $25,000.00 credit 


. 


check of such ‘peak’ period, although i 
this rather unusual request will gen- | 
erally be made only of a firm that is — 
receiving an exceptionally large line 


| 
i] 
| 


from one merchandise creditor and as — 


high as 
sources, while another firm with the 
same capital will have difficulty in 
borrowing $25,000.00 from banks and 
in getting $5,000.00 credit from one 
merchandise creditor. 

‘““Of course, the nature of a business 
is also a determining factor in measuring 
the amount of credit which should be 


$75,000.00 from banking © 


extended to the seeker of credit as well © 
as deciding the extent to which the 
capital shown in the financial statement — 


should be discounted.”’ 


Pace Pins 


HE Institute has on 

hand‘ at the Cashier's 
office a limited supply of 
Pace monogram pins. They 
are supplied in two grades 
—gold and gold-plated— 
with either screw or pin 
fasteners. The pin fasten- 
ers have a patented safety 
catch. . 


While the present supply 
lasts they may be pur- 
chased at the following 
prices: 


Gold-plated..... 


PACE INSTIT@i ES 


CASHIER’S OFFICE 


30 Cuurcy St., NEw Yorx 


Advantages of the Annual Audit 


Metropolitan Life Issues Informative Leaflet | 
wo Advantages Stated by Policyholders 2 ' 


Summarized 


Federal Reserve Forms Given 2 


| ia purpose of this leaflet is to 
show 
First—The result of an inquiry to a 
limited number of Metropolitan 
Group Policyholders, asking whether 
they were employing an Annual 
Audit. 
_Second—The main benefits profes- 
sional accountants believe an audit 
should bring. 
Third—A means whereby to obtain 
the best results from the audit, and 
Fourth—An approved form of Profit 
and Loss Account and a Balance 
Sheet. 


Policyholders’ Views 


“Of twenty Policyholders responding, 
ix stated that they did not have an 
widit made of their business; a seventh 
olicyholder reported that no outside 
tudit is made because the company 1s 
well equipped in the matter of account- 
ints in its own Auditing Department, 
und has all the necessary facilities for 
the preparation of reports both monthly 
ind annually. Thirteen Policyholders 
itated that they employ an audit and 
umong them they cite the following 
denefits therefrom: 

1. A sense of security. 

2. A wholesome influence upon the 

working force. 

3. Assistance in securing accurate 
costs. 

4. Improvements in accounting 
methods. 

5. Considerable assistance in the 
preparation of tax reports. 

6. Exhibiting to banks and other 
creditors an impartial statement 
of financial condition. 

7. Astimulation to self-examination 

with a view to avoiding an ac- 
cumulation of poor accounts and 
out-of-date merchandise. 


Accountants’ Views 
“Professional accountants have, of 


/ 


re 
% 


[HE following article on 
“The Annual Audit’ is 
reproduced from a leaflet which 
is one of a series on business 
subjects published by the 
Metropolitan Life Insurance 
Company. 

—Tue Epiror 


course, more closcly appraised the ad- 
vantages of the audit, and a more de- 
tailed statement of its advantages is 
naturally to be expected from them. 
The following summaries are based on 
the composite vicws of some of the 
leading accountants in the country: 

“‘First—A periodic audit affords a 
review by independent specialists of 
the operating results of the year and 
the financial condition. It frequently 
happens that the businessman, in- 
tensely interested in the solution of 
problems, gets too close to his busi- 
ness to see it clearly. 

“« Second—The annual audit furnishes 
a concise statement of the principal 
financial facts in the history of the 
business for the preceding year, and 
enables the management to make the 
necessary comparisons of this year’s 
business with other years. A com- 
parison of the results from year to 
year makes it possible to detect over- 
sights in management which, if not 
found and corrected, would naturally 
prove serious. A company may be 
hampered by a shortage of working 
capital, or may be carrying too large 
a force of employees in certain de- 
partments. 

‘“Third—The audit facilitates the 
granting of credit. It is welcomed by 
bankers because it gives authentic 
information which they can use for 
credit purposes. The audit is usually 
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considered indispensable in the sale 
of commercial paper or other obliga- 
tions. 

‘< Fourth—The audit tends to reduce 
the difficulty in filing tax returns. 
Considerable weight is, moreover, 
attached by Income Tax Officials to 
figures prepared or certified to by 
reputable accounting firms. 

‘* Fifth—The audit discloses errors in 
principle in accounting procedure 
before they become of such long 
standing as to make it difficult to 
change to the correct procedure. 

‘Finally, theaudithasa good moral 
effect upon the company’s accounting 
staff. By modern accounting staffs, 
who have nothing to fear, it is wel- 
comed as an endorsement of their 
work and because they can always 
learn something by contact with 
experienced auditors. 


General Rules 


“‘To obtain the best results from 


auditing: 


a. Audits, if made, should not be 
spasmodic, but should be regu- 
larly set at the close of each fiscal 
period. 

b. The audit report should include 
such comparative charts, per- 
centages, etc., as will give a clear 
view of the trend of operations 
and financial condition. Charts 
and percentages are grasped much 
more readily than masses of 
figures in dollars and cents. 

c. In manufacturing and mercantile 
concerns the inventories should 
be verified or thoroughly tested. 

d. The auditors of corporations 
should, as in England and 
Canada, be elected by and be 
responsible to the Stockholders. 
The American plan whereby the 
auditors are appointed by the 
Directors is open to abuse. 
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FORM OF BALANCE SHEET 


AssETS LIABILITIES 
Cash: Bills, Notes and Accounts Payable: 
ra. Gash\on-hand——currcacy.aid counn ee ee | Unsecured Bills and Notes: 
tb.°Cash ia Bankes win. > oa ae Mee eee le 2. Acceptances made for merchandise or 
UN oF CS cad ACCOM TESMINCEEDU a1] 6.0 rt aa | 2c < ge, en for merchaadh Ff 
Vv t raw 
3. Notes receivable of customers on hand | 4 NOTES BED 20 renee eae 
material purchased. . : 
Cnotipast de). ny cee : neg hee eee | an epee ‘ ae 
| 
5. Notes receivable discounted or sone mich » Notes given vo banks fof money 2a 
indorsement or guaranty... ee eee | 8. Notes sold through brokers. ae 
‘ s | 
7. Accounts receivable, customers ae past 10. Notes given for machinery, additions t to 
dine ce) eich i ee ee or plant, ¢€e..4).6..2.0 02 ee er 
9. Notes receivable, customers, past due 1z. Notes due to stockholders, officers, or 
(cash valtie.$2¢5). G0) e040) cake eee eee me eee employees 008 n.c.cnees a 


11. Accounts receivable, customers ast 
“ Pee | Unsecured Accounts: 
duel(cashiyaluetoeess se hte eae 


ae | 14. Accounts payable for purchase (not yet 
j nate due) esa ees aie sie 98 «ene a ole she wel ein =: 
13. Provisions torhad debts...) eee . 
ie : | 16. Accounts payable for purchases (past | 
15. Provisions for discounts, due)! os. nun eb ier ry 
freight; allowances, ctt) eee eee eee) | MR Ss rcs 
ane : sae 18. Accounts payable to stockholders, = 
a officers, or employees «2. 2.2. ose en e 
Inventories: a I ee ‘ 
i72 Raw material onchatidinsces | ase eee eee Secured Liabilities. ¥ 
19: -Goodsiin'process.. 1: ane G49 eee eke 20a. Notes receivable discounted or sold with r 
21. Uncompleted’contracts..-. <a indorsement or guaranty (contra)... .. .| en . 
Less payments on account 2ob. Customers’ accounts discounted or ‘ 4 
thereoby oni 50a awieg od, fo ae eae assigned (contra)... ..... ++ +e See ee ; 
Laer een aes | zoc. Obligations secured by liens on inven- g 

23., Finished goods ‘ow hand)... pep maemer ee ae ee tories . Eat 

Oa, te sat Te, GE Ween TS A Sag. te scponens ne -- | 20d. Obligations -geenred beh securities "ae 

Other Quick Assets (describe fully): posited as collateral. . oe 
Lpawhde Oy Ades Oat sn tear nee 8) Nee Aad ay | 22. Accrued liabilities Gee taxes, wages, 
dit oe Ree © eee ot sae. Meh CIC iets ee ; 


Total quick assets (excluding all investments)... Osher Current Liabilesies (describe fully): 


a be Beeb | RIBS dha ites ater: ae teaciecce cae ate 
Securities: Total current liabilitics......,. 2. ae 
25. Securities readily marketable and salable | 
without impairing the business... .... «|... Fixed Liabilities: 
27. Notes ne by officers, stockholders, or 24. Mortgage on plant (due date...). 0... 
employees 40d sr eee ee eo ea ae men es Bx, He i (ee Fi 
29. Accounts due from officers, stockholders, . asa a wink - ; baer : es ace : < ue 
Fp CUP HOY COS), 2 tro rea aaa —_— 28. Chattel mortgage on machinery or “equip 
Tass) Sitrcie Net ee ee ment:(due: dates one ae 
Otal*eurrent assets tev ere reales erat el pou Bonded dabr cde BIOs os es 
32. Other Fixed Liabilities (desite fully): 
Fixed, Assetse s\n, RD SER TRESS ye eh eet) th | RR ea ey Je 
31... Land used for plant: saan. eenee eerie ee ee | QBN Et Ra. rr 
33... Buildingsvused foriplanef ee. eet le Total fixed liabilities... 323-5 aa. ase 
35. Machinety ... Wat 2 Ancbmee eeerre oun eel eer trae Total liabilities. 0/0. . 40) a 
37. Tools and plant equipment BeOS oP MT eerie Ot eee ale toa eee ey aes: 
39.oPatterns andidtawings «. sspimmesen ts 0. sees : 
4r-> Office furniente and tixturesa wear ices tel oe 0s oe 34. If a corporation: 
43. Other fixed assets, if any (describe fully) (4) Preferred stock (less stock in 
Beene eet ie treasury). ss. c.ee bh: os age 
BRS nN Ft a es (4) Common stock (less stock in 
se a ec Rie a Or ai eae RRS ag) (gl aerate treasury). . Ros: 
Basse) 8) 0 SEU RRER heen aa ac oA an eare eee (c) Surplus and dndivaded peGtiee 
45: | Reserves for depreciation tains nies. = na) eee a 
Total. fixed assets te Aiita te wea Ie en Es Less: 
(4) Book value of good will... 


Deferred Charges: (e) Deficit 20,0 00's 6 « ele 0 ¥ e.4 8% ) | cunsceeenatee 


47. Prepaid expenses, interest, insurance, 36. If an individual or partnership: 
taxes, ete eae cole eern lI (@) Capitals... s\n... 


Other assets;(49 ).s\ 5, igisen . ere eee Nd e (4) Undistributed profits or deficits... . . 


Rotal:assets os sulkieo PER is | teen a Rie |r eo 
Total iii. 5.20. cae). se eee ee 


une, 1926 
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Comparative statement of profit and loss for three years ending 


elling expenses (itemized to correspond with 


zeneral expenses (itemized to correspond with 


\dministrative expenses (itemized to cor- 


Sk SIS, wih Je Ge $ 
ess outward freight, allowances, andreturns.. |... 


ST DRIES soak cde erie See er 


Meearury beginning Of year................. |. 
EGE TAs Oo 2.9 Oe eG Ser ir 


Meeaventory ¢nd Of year... ........65...05 |. 
ASSIS SS ere ee ere a 


BBS ONES ANCES 58 oc sos ay sicily «otic 2 > 


ES 


TCU SS oo. a ee 
Cea Ee ed 
ECOL BCE DCBSC 2c o ed 6 os iivws en ss . « |nmndnore 
respond with ledger accounts kept).......|-... 
otal administrative expense...............|---- 


MEMRMPIODERIS ES ae ii-if. sk 2 dad tldee «os ons oa fen 


BRTONC ON gales a in tht atc a See aes |-- 


Interest On notes receivable, etc........-....|ee 
Gross income... 


BOCA CECUCTLONS a. cc oie sack Sele eee Alcon 


Mewincome—profit and Toss... 2... hoes 2 05s faeeneeceeee 
Add special credits to profit and loss... 2.2... fess. 
Deduct special charges to profit and loss... ... .|........-.-. 

Mrereiaue 108s £0 period... .......0s1 gratin: os sh haeecee 
feeres bepinning Of period... ..... i nijc2m ns oe ohleence 
Dividends paid..... 


murmranfendiag Of period ... .. f) der Roce eee ees 


oa | 
FORM FOR PROFIT AND LOSS ACCOUNT 
SESE oh'y.) ihe neo, cousrnile cacas eee ANGE Nis yen Sete he I 9 she 
Year ENDING Year ENDING 
IQ). 19 Tee 19 1925 
Leet Cra Oruer INCOME: 


inicomentom investments. . 2s. . se sae ek Dee Sen ee Gite 


DEDUCTIONS FROM INCOME: 
imterese/ons bonded) debt... 0.0% 4. acted «ooo lees eee 
Interest on notes payable......... 


The Federal Reserve Board, in co- 
poo with the American Institute 
Accountants, prepared in April 1917, 
bulletin on ‘‘Approved Methods for 
1e Preparation of Balance Sheet State- 
tents,’ which is, even at this date, 
te best concise statement available of 
that is comprised in a Balance Sheet 
uudit of a manufacturing or merchan- 
ise concern. In the bulletin which may 
e secured from the Government Print- 
ig Office at Washington, special in- 
Tuctions and suggestions are given for 
ie auditing of Cash, Notes Receivable, 
counts Receivable, Securities, Inven- 
dries, Cost of Fixed Property, Deferred 
harges to Operations, Notes and Bills 
ayable, Accounts Payable, Contingent 
iabilities, Accrued Liabilities, Bonded 
nd Mortgage Debt, Capital Stock, 


pUBLIC liability insurance may be 
4+ generally defined as insurance 
Zainst claims or damage suits arising 
at of accidents sustained by persons of 
ie public—that is persons not em- 
loyed by the insured. The responsi- 
ility of every individual, firm and cor- 
oration for the safety of those in or 
dout his property or premises is well 
‘cognized by law. Workmen's com- 


ae: 


Surplus, Profit and Loss, Sales, Cost of 
Sales, Selling, General and Administra- 
tive Expenses. The Bulletin also con- 
tains a standard form of Profit and Loss 
Account and a Form of Balance Sheet 
which are here reproduced. 

Whether the audit is made by the or- 
ganization itself or by expert account- 
ants employed from oumee it needs to 
be regular, thorough, and fearless, and 
to take on the aspect of rigid self- 
examination. The results of such in- 
vestigation will be reflected in a Balance 
Sheet and Profit and Loss Statement so 
designed as to call attention to funda- 
mental accounting conditions meriting 
constant scrutiny. An audit so carried 
out will be proof against undue optim- 
ism and will provide a fair basis of 
comparison for prospective operations. 


Public Liability Insurance 


pensation insurance, which is compul- 
sory in most states, takes care of the 
employer's obligation to his employees, 
but as to the public the liability is not 
fixed and the hazard is therefore greater. 
The basis of the recovery of damages by 
the person of the public is negligence, 
actual or constructive, on the part of 
whoever owns or controls the property 
or premises involved, his employees, or 


his agents. 

“Damage suits are being brought in 
ever increasing numbers by members of 
the public against contractors, store- 
keepers, manufacturers, public service 
corporations, automobile owners and 
drivers and the owners and lessees of all 
kinds of property on account of per- 
sonal injury or death due to some form 
of negligence. Property damage as well 
as human damage also is the basis of 
much litigation. Heavy judgments in 
this class of cases are quite common and 
are more easily obtained than ever 
before. Often they leave the defendant 
bankrupt, and still more often they 
result in losses which destroy his busi- 
ness prospects for a long period or 
compel him to dispose of all or most 
of his property at a forced sale. Many 
of these suits drag out over a number of 
years, and while pending they often 
impair the defendant's credit seriously. 

“It is becoming more and more recog- 
nized by credit executives that the dan- 
ger from such happenings is often near- 
ly equal to the fire menace. Indeed the 
warp and woof of modern life is such a 
twisted maze, and human relationships 
ate becoming so intricate that protec- 
tion by insurance is freely offered and as 
freely sold today against the coming 
about of events which a decade ago 
would have been considered quite 
improbable.’’—Extract from article in the 
Credit Monthly for May. 


The Millon Dollar Credit Fund vs. 
Credit Crooks | 


) Saxty-two Convictions During the Farst Year 2 
> Typical Cases as Investigated and Prosecuted 
by the National Association of Credit Men 


Ss 


“TT is my firm belief that not less 

| than five million dollars have 

been saved for business through 

the prevention of criminal failures 

since the department began to be 
active.’ 

This, in a measure, is the way J. H. 
Tregoe, executive manager and treas- 
urer of the National Association of 
Credit Men, sums up the work per- 
formed by the association through the 
medium of the credit protection fund. 


This fund, which amounts to $1,058,-, 


538.28 Cof which $770,621.48 has so 
far been paid in), was subscribed by 
credit men and business men generally 
in order to combat the rising tide of 
organized, criminal bankruptcies and 
other commercial crimes. 


Well Organized 


Rarely has an organization of this 
kind been so well managed or so speed- 
ily set in motion. Since last June, ac- 
cording to figures supplied to the sub- 
‘scribers to the Credit Protection Fund, 
653 cases involving various degrees and 
varieties of commercial crime have been 
carefully investigated. Of this number 
there have been obtaihed 324 indict- 
ments which, so far, have resulted in 
62 convictions. Only 7 cases have been 
lost. At the present time there are 251 
indictments pending, and 471 cases in 
operation. This truly, is a remarkable 
record to have made in such a short 
time. 

In order to show the type of case 
which the Association has been investi- 
gating, it has made public two inter- 
esting cases which are reprinted below. 

One of the most interesting cases 
brought to a successful conclusion by 
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weet the organized commercial 
criminal can be fought successfully 
and defeated is shown by the following 
figures which record the activities of 
the National Association of Credit 
Men in combating commercial crime 
since June 1, 1925. 


Cases handled on ss). 653 
Cases in operation......... 471 
Indictments pending. ......257 
Indictments obtained....... 32 
Convictions . Menon ace | 102 
Cases lost. . im e 


In these cases, only the actual costs 
of investigation and prosecution has 
been borne by the “ Million Dollar 
Credit Protection Fund’’—all admin- 
istrative and overhead costs have been 
paid by the National Association of 
Credit Men. 


—Tnue Epitor. 


the Credit Protection Department of 
the National Association of Credit Men 
happened in Michigan, and the follow- 
ing are its outstanding features: 


‘Arthur Rosenberg and Joseph Rosen- 
berg, twin brothers, became partners 
about five years ago in a commercial 
enterprise at Lansing, known as Rosen- 
berg Bros. & Nederlander. The firm 
continued business until March, 1921, 
when Nederlander withdrew and the 
style was changed to the U. S. Salvage 
Co. Under this style the business was 
continued to February, 1923, when the 
name of Rosenberg Bros. was adopted. 
A second store was opened in Lansing 
and another branch store at St. Johns, 
Mich. These last two enterprises were 
discontinued and another established in 
Grand Rapids. 


‘Financial statements submitted t 
creditors of Rosenberg Bros. in January 
1924, showed a net worth of $49, 683.2 
On this showing, the firm secured 
great many goods and continued t 
operate to April 7, 1925, when an if 
voluntary petition in bankruptcy v3 
filed against Arthur and Joseph Roser 
berg. The petitioning creditors live 
in Detroit. The debtors filed schedule 
in bankruptcy showing liabilities 
about $54,000 and assets of ab 
$20,000. These schedules reflected 
large shrinkage in assets and a large 
crease in liabilities since submitt 
their financial statements of Janua 
1924. Included in the liabilities w 
claims of friends and relatives. TI 
merchandise indebtedness was abot 
$41,600. 4 

‘‘After the bankruptcy petition wi 
filed, the attorney for the bankru 
appealed to the court for a stay ¢ 
adjudication in order to offer a Cc 
settlement to creditors of 20%. T. 
appeal was referred to a Referee 
Bankruptcy at Detroit, and pendin 
hearing upon the appeal, the bankru 
attorney forwarded a letter to all 
creditors urging an acceptance of 
composition offer., The offer, howe 
was stoutly resisted by the Endi 
Johnson Corporation and the B. 
Goodrich Rubber Company, toget 
with other creditors, and it looked 
though the composition would be vote 
down. 

‘Arthur Rosenberg, one of the ba: 
rupts, according to evidence discove 
and submitted, secretly visited Chic 
and offered a number of the creditors! 
that city an additional 15% if the 
would vote in favor of the 20% cé 
position. L. Lurie,of the Lurie Ma 
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cturing Co., Chicago, was one of the 
editors interviewed, and, to show 
yod faith in the offer, Arthur Rosen- 
tg deposited $600 with L. Lurie to 
ke care of the creditors in Chicago 
ho would vote for the 20% composi- 
yn and who, under the arrangement 
-had proposed, were to receive an 
ditional 15%. 

“When this matter came on for hear- 
gon June 1 and 2, 1925, 123 claims 
sre filed. Objections were taken to the 
lowance of a number of claims by the 
nkrupts and creditors so that only 
claims were held entitled to vote, 
d of this number 44 voted for the 
er and 42 in opposition. 


Perjury 


“ At this stage of the proceedings, the 
dicott Johnson Corporation, through 
representative, filed objections to a 
ufirmation of the composition, and 

une 7 a hearing on the objections 
held before the Referee in Bank- 
stcy. At this hearing Rosenberg 
de a false statement under oath, deny- 
t knowledge of the inducement of- 
ed Chicago creditors, although in the 
antime the investigator assigned to 
s case by the Credit Protection De- 
‘tment of the National Association of 
sdit Men found plenty of evidence 
it such offer had been made. Deposi- 
ms taken at Chicago and affidavits 
uted there pointed conclusively to 
‘conspiracy of Rosenberg and Lurie 
effect a fraudulent settlement con- 
ry to the Bankruptcy Act. 


‘Believing apparently that objections 
the composition settlement would be 
tained, the bankrupt’s attorney with- 
w the offer. After this had trans- 
ed, the facts discovered by our in- 
tigator together with affidavits ob- 
aed from various witnesses were 
ught to the attention of the United 
tes District Attorney at Detroit, 
os G. Smith, who assigned one of 
‘assistants to the case. 


‘On August 10, 1925, the facts were 
sented to the United States Grand 
y at Detroit, and indictments were 
wned as follows: Arthur Rosenberg 
perjury; Arthur Rosenberg for using 
United States mails to defraud 
litors; Arthur Rosenberg and L. 
te for conspiracy; Attorney Marvin 
Singold for subordination of per- 
7; Harry Rubin, Sam Kahn, Herman 
oenfeld and Leon Mechalson for 
By: 

Arthur Rosenberg was brought to 
lon January 9, 1926, charged with 
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sending false financial statements 
through the United States mail to the 
Endicott Johnson Corporation at Endi- 
cott, N. Y., and to the Rice-Stix Dry 
Goods Co. of St. Louis, Mo. The jury 
brought in a verdict of acquittal. 

“This result created some questions 
and evidently led Rosenberg to feel 
that the other indictments would be no 
more successful. The government, how- 
ever, had worked out a masterly pro- 
cedure and, not at all daunted by this 
acquittal, proceeded with the trial of 
Arthur Rosenberg and L. Lurie on 
March 24, 1926, under the indictment 
for conspiracy. This trial was held 
before Judge Raymond in the United 
States District Court of Detroit, and on 
Match 30 the case was submitted to the 
jury. In one hour the jury brought in a 
verdict finding the two defendants 
guilty. 

“On March 31, 1926, the trial of 
Arthur Rosenberg under the indictment 
for perjury was to begin. In the morn- 
ing the jury was impanelled, the court 
took a recess at noon, and on resump- 
tion of the court at 1:30, Rosenberg’s 
attorney entered a plea of guilty on the 
perjury charge. Judge Raymond first 
called Lurie to the bar for sentence. 
A strong effort had been made for the 
imposing of a fine only; but the Judge 
said, in part: 


No Leniency 


“It 1s within the knowledge of the 
court and I think within the knowledge 
of everyone who has had occasion to 
come in contact with practice in bank- 
ruptcy cases that there probably is no 
other field in which there is so much 
irregularity and fraud and corruption, 
and in which there are so many efforts 
made to defeat the ultimate purpose of 
the law, which in bankruptcy is that 
the creditors themselves shall receive 
the estate instead of certain classes of 
creditors and attorneys. Sentences are 
not imposed altogether as a punishment 
upon the one who has been convicted, 
nor altogether with a view to his ref- 
ormation, but conditions in«the crim- 
inal world at large make it quite neces- 
sary that a third clement shall be 
considered, and that is the effect upon 
the public in general. If after defendants 
have pleaded not guilty and have been 
given a fair trial by twelve of their 
fellow-citizens who believe them to be 
guilty, and the duty devolves upon the 
court to impose punishment, the court 
then becomes lenient, listens to pleas 
for mercy and sympathy and imposes, 
because of that, a light sentence, it is 
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heralded immediately among those who 
are most interested in knowing that 
one Can Continue to commit those crimes 
and those offenses against that particu- 
lar law, and that if perchance he is 
caught and if perchance after a skillful 
defense he is convicted, that then a 
light sentence will be imposed.’ 

‘The Court sentenced Lurie to a year 
and a day in the Federal penitentiary at 
Leavenworth and to pay a fine of $1,000. 
It sentenced Arthur Rosenberg to one 
year and six months at Leavenworth 
for the conspiracy charge, and a year 
and six months for the perjury charge— 
the sentences to run concurrently. 

‘The trial of the other indictments in 
this case will be very interesting to 
follow. 


Case of Birnbaum 


‘‘ About six months ago in New York 
William Birnbaum opened a dress manu- 
facturing establishment under the name 
of the Theda Dress Company. He estab- 
lished a good credit rating and was 
able to prove that there was about 
$20,000 in capital invested in his busi- 
ness. Birnbaum did what was appar- 
ently a brisk business in a well-fitted up 
establishment. 

Finally the creditors became sus- 
picious when the Theda Dress Company 
became delinquent in its payments. 
Birnbaum pleaded temporary slacking 
in business and outstanding accounts, 
which he had difficulty in collecting, 
were responsible for his slow payments. 
At the same time he pointed to a 
healthy activity in his shop during a 
slow season. But when Birnbaum filed 
a petition in bankruptcy some of the 
creditors filed a complaint with the 
association to have Birnbaum investi- 
gated for apparent fraud. 

“When the preliminary investigation 
indicated that Birnbaum was a crook, 
a watrant was sworn out for his arrest. 
He finally confessed that he had been 
set up in business by one named Irving 
J. Mills. Birnbaum confessed that he 
learned that Mills was crooked after 
he had been established in business a 
short time, but that the threats of hired 
thugs kept him from.*‘squealing.’’ 

“All this time a great deal of the 
goods which came to the Theda Dress 
Company were ré-shipped by Mills’ 
thugs in the shipping department to a 
concern called the Excello Textile Com- 
pany. This concern was controlled by 
Mills and was the outlet for the goods 
that were fraudulently obtained through 
the dummy concern, the Theda Dress 
Company. 
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Represeatatives from the American 
Woolen Company identified at the 
Excello loft goods which they had 
originally shipped to Birnbaum at the 
Theda Dress Company. Besides, liberty 
bonds to the amount of $17,500 which 
Mills had purchased to set Birnbaum 
up in business were bought under the 
name of J. Brown. Later on in court 
the banker who sold the bonds identi- 
fied Mills as J. Brown. Furthermore, 
the hotel register in the Times Square 
Hotel showed that Mills and Birnbaum 
had occupied the same room at one 
time when they were evidently plan- 
ning and putting through some crooked 
deal. The relationship between the two 
crooks was now established and further 
investigation disclosed liabilities in 
the dishonest operations of the Theda 
Dress Company that amounted to about 
$100,000. 

Assistant United States Attorney 
Blake called about 150 witnesses after 
he took the case over from the associa- 
tio for prosecution. Birnbaum had 
already pleaded guilty, and Mills who 
had not yet been traced was finally 
atrested. When he was apprehended 
he was found living in style and owner 
of a foreign motor car valued at $15,000. 
He is thirty-two years old. 
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Mills has been operating for about 
five years in New York and has cost 
the merchants of the city thousands of 
dollars through his schemes which he 
terminated in about six months and 
then cleared the decks for a new assault 
on wholesalers and manufacturers. He 
nevet used his own name n any fraudu- 
lent operation. 


Maximum Penalty 


A jury found Mills guilty of conceal- 
ment and of conspiracy to conceal. He 
was sentenced in the Federal courts by 


Judge Baltzell to four years in the 


Federal Penitentiary and was fined 
$5,000, the longest sentence which has 
ever been given under the bankruptcy 
law in this locality. His dupe, Birn- 
baum, was sentenced to two years and 
was fined $2,500. 

Mills covered himself so well that, 
while he was known to be engineering 
fake bankruptcies, the merchants of 
New York could never catch up with 
him. It seems apparent that the co- 
operative action of the creditors 
through the Million Dollar Credit Pro- 
tection Fund of the National Associa- 
tion of Credit Men has made possible 


the elimination of one of the biggest - 


bankrupt crooks in New York City. 


Cashing Personal Checks 


iE is often necessary in a business 


organization to provide a means. 


whereby the personal checks of officers 
and employees may be cashed. If 
checks are cashed, proper rules should 
be set up so as to safeguard the interests 
of the organization, such for instance 
as requiring approval by an executive 
officer before payment is made. An 


effective method for handling checks 
cashed in this fashion is described. 

At the end of a fiscal day, all checks 
cashed from the petty cash fund will be 
summarized and entered in the Cash 
Receipts Book, crediting an account 
such as ‘‘ChecksesCashed ‘and  Ex- 
changed,’’ and will be prepared for 
deposit, in a separate bank account if 


. 


TENTH NATIONAL BANK 


January ,1927. 


DEPOSITS Moura cake 
No. No. 


Payce 


Amount 
of Check 


Discount 


Kef. Amount jj 


1000.00 
372-00 614 I 


ae 
John Doe, Cashier || | sence) . 372.00 


this is considered desirable. At t 
same time, a check for the amount. 
the individual checks cashed will | 
drawn, on a duly approved vouch 
charging ‘‘Checks Cashed and E 
changed,’’ and will be sent to the ba 
with the checks to be deposited, 
order that a simultaneous withdra 
may be made of the amount paid out 
cashing checks. The amount thus with 
drawn will be returned to the pett 
cash fund, which is then reimbursed t) 
its original amount. : . 


ia 


Separate entry will be made of \ 
amount of the deposit in the deposi 
column of the Check Register for th 
bank through which the transactiot 
are handled. A form of such Che 
Register is shown, with illustrati 
entries assuming the cashing on Jar 
aty 2, 1927, of checks amountin 
$372.00, and the drawing of check N 
for $372.00 in order to reimburse thi 
fund. f. 

The segregation of checks cashe 
through petty cash in this manner, an 
their deposit in a separate bank accour 
from that used for general items, 
useful in keeping out of the general bai 
account complications arising from t 
cashing of checks later returned by t 
bank. : 


Form Illustrated 


ABRAHAM M. KAUFMAN, a stude 
at Pace Institute, New York, succe 
fully passed the New York State C. P.. 
examinations. He is continuing 
practice with A. M. Kaufman & Co: 
pany, accountants and auditors, at thi 
new address, 37 West 39th Street. 


W. F. WEISS & CO., certified p 
accountants, are now located in 
new offices at No. 7 Dey Street, 
York City. 


WILLIAM HENRY HIRSCHMAN 
a 1916 Pace graduate, ‘who for ma 
years was connected with the Pace 
recently passed the New York 
C. P. A. examination. At the pr 
time Mr. Hirschmann is in Europe 
vacation with his wife. 3 


K. L. HUTCHINSON, an advan 
semester student at Pace Institute, 
York, recently accepted employment: 
the accounting department of H. 
Heinz & Company, manufacturets 
food products. 
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Marketing Opinions 


said, bring an excellent profit to 
he country because, in many instances, 
he chief worth of the product is in its 
esign and the skilled effort expended 
pon it, rather than in the materials 
sed. When a woman buys a Parisian 
at or gown, she pays more for design 
nd craftsmanship than she does for 
vaterials. It is presumably more profit- 
ble to export lingerie than locomo- 
ives. Herein lies a thought for the 
ccountant. 
When an accountant has the ability 
od opportunity to express judgment 
pon important business transactions, 
¢ is marketing a product in which his 
nmediate out-of-hand costs are small 
od his professional returns relatively 
igh. To illustrate, a well-known ac- 
ountant devotes two days a month to 
dvisory work for a large corporation, 
nd receives for this service $3,000 per 
onth. In order to make a similar 
sturn from ordinary accountancy en- 
agements, he must employ and super- 
ise a large staff and undertake responsi- 
ilities to many clients. 
Now, of course, auditing work of the 
tdinary type is the backbone of ac- 
ountancy practice, and the ability to 
ender sound opinions, as well as the 
pportunity to obtain requests for such 
Pinions, comes from the workaday 
etformance of accountancy duties. 
fany accountants, however, fail to see 
ae advisory opportunities in their 
rofession, and do not educate their 
lients to the thought that the account- 
mt, as well as the lawyer, is entitled 
J render opinions and to charge for 
fem what they may reasonably be 
vorth. Herein lies the greatest un- 


| exports of France, it is often. 
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ACOOUNTANCY legislation is a 
moot question wherever account- 
ancy affairs are discussed. The exclu- 
sive American publication of Colonel 
Montgomery's epoch-making paper on 
this subject, as delivered this month in 
Amsterdam, is given in this issue of 
Tue Pace Srupent. A discussion of 
the paper, made by Homer S. Pace at 
the request of Colonel Montgomery, will 

appear in the August issue. 
—Tue Epiror. 


developed field of accountancy practice 
—a field to which every practitioner 
should give thought as he develops in 
ability and moves upward in affairs of 
practice. Clear thinking is a personal 
attribute and does not require a large 
staff. 


The Dutch as Accountants 


OTHING could be more appro- 

priate than the holding this year 
of the International Congress of Ac- 
countants in that Holland city of trade 
and industry—the City of Amsterdam. 
As accountants we are indebted to all 
the countries of Europe for a rich heri- 
tage of theory and procedure, and per- 
haps as much to Holland as to any other 
country. 

The reputation of the Dutch for 
integrity in business and proficiency 
and exactitude in accounting was well- 
established in the time (around 1700) 
of Sir Richard Steele, who, in con- 
junction with Addison, made the Spec- 
tator immortal. Steele gave expression 
to his admiration of the Dutch in the 
following words, which are of par- 
ticular significance in connection with 
the world-wide convention to which 
this magazine is devoting so much 
space in the current issue: 
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“When a Man happens to break in 
Holland, they say of him he has not 
Kept his Accounts. This Phrase per- 
haps amongst us would appear a soft 
or humorous way of speaking, but 
with that exact Nation it bears the 
highest Reproach; for a man to. be 
mistaken in the Calculation of his 
Expence, in his Ability to answer future 
Demands, or to be impertinently san- 
guine in putting his Credit to too great 
Adventure, are all Instances of as much 
Infamy, as, with gayer Nations, to be 
failing in Courage or 
Honesty.”’ 


common 


Accountants at 
Amsterdam 


HE late June steamers carried many 

accountants who were bound for the 
International Congress of Accountants, 
which was held in Amsterdam on July 
6th. Some of these accountants are 
leaders in affairs of practice and in edu- 
cation, while others are young in prac- 
tice and are traveling to Europe for the 
first time. America, it is satisfactory 
to know, will be well represented in 
this noteworthy affair. 

We make available in this issue the 
paper delivered by Colonel Robert H. 
Montgomery, chairman of the New 
York Society delegation, on “‘Legisla- 
tion for the Profession.’’ We are for- 
tunately able also to publish a bio- 
graphical sketch of Colonel Mont- 
gomery, by the well-known writer, 
Allen Chaffee. At the request of Colonel 
Montgomery, a discussion of his paper 
was prepared by Homer S. Pace, to be 
presented to the Congress of Account- 
ants in conjunction with the presenta- 
tion of Colonel Montgomery's paper. 
This discussion, which is in the nature 
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of a criticism, will appear in the August 
issue. 

Accountants and accountancy stu- 
dents are everywhere giving thought 
to the problems of legislation, upon the 
correct solution of which the future of 
accountancy in America so largely 


depends. 


The Spread 


A early as 1692, the Reverend 
Robert South, noted English Di- 
vine, said: “‘As the accompt runs on, 
generally the accomptant goes back- 
ward.’’ The statement still holds true, 
and the spread that exists in the work 
of the accountant between affairs that 
ate current, and therefore of vital im- 
portance to management, and affairs 
that are of mere historical significance, 
is too great. One way to overcome this 
spread, which reacts in many ways un- 
favorably to the accountant, is by 
means of continuous auditing performed 
each month—by moving forward in 
critical review side by side with man- 
agement. Continuous auditing pro- 


duces a better moral effect upon the staff 


than historical research in the preceding 
year’s transactions; it stabilizes the 
employment of staff assistants; and, 
above all, it is of immediate and current 
use to management. Notwithstanding 
numerous examples of current and con- 
tinuous auditing, Reverend South, if he 
were again sending forth his darts of 
satcasm, might be justified in saying all 
too often, as business goes ahead, the 
accountant goes backward. 


Assimilation 


Ae knowledge of the 
theory and technique of a profes- 
sional work such as that of medicine, 
law, or accountancy, is fully as much a 
matter of assimilation as it is of specific 
and conscious study. The student has 
to live—by reason of his study of the 
printed page, his contact with teachers, 
his association with fellow students, 
and his contact with actual work—in 
the environment of the profession for 
which he is qualifying. Specific study 
and specific recitation are, of course, at 
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the base of it all, but there must be the 
unconscious absorption of the atmos- 
phere of the profession itself. 

In order to get yourself in the way, 
Mr. Accountancy Student, of thinking 
as the accountant thinks, you must read 
accounting books and magazines, dis- 
cuss technical accounting matters with 
other students, and sooner or later 
establish contacts with practicing ac- 
countants. The practices and tradi- 
tions of any profession, more than can 
be calculated, are thus carried along by 
general reading and personal contacts. 
You must, therefore, as an accountancy 
student, look well to all the incidental 
means by which accountancy tradition 
and practice may be absorbed as an 
incident to prescribed study. 


Do You Belong? 


N accountancy society of one kind 

or another is available for every 
accountant, and presumably for every 
accountancy student. There are two 
national societies of accountancy prac- 
titioners, a national cost accountants’ 
society, many state societies of ac- 
countants, various students’ societies, 
and societies of bookkeepers and con- 
trollers. Surely there is one or more to 
which you are eligible or to which you 
may shortly aspire to membership. 

Great economies and results are to be 
gained by group action—that’s the 
way we win wars, build automobiles, 
run the railroads, operate hospitals, 
and play games. It’s kinky and all 
wrong to attempt to play a lone hand 
in the modern game of life. You in- 
evitably receive much by reason of the 
group action of your fellows, and you 
are not playing the game if you do not 
contribute your share. 

In accountancy, therefore, set about 
doing your share, not so much with the 
thought of immediate self-gain, but in 
the hope of liquidating your obligation 
to your fellow accountants. 


Fixing the Fee 


A WELL-KNOWN lawyer recently 
remarked that he made his charge 
for professional services on the basis of 


the work he did, and not on the bag 
of the volume of future work which 
he hoped to receive from the same 
client. His point was, that it is wrong 
to make an inadequate charge in the 
hope that it would improve relations 
between himself and client, and bring 
him future engagements which would 
compensate him for an inadequate 
charge on the work already performed, 
Many accountants are making the 
error that this attorney has avoided. 
A business house needing the services 
of an accountant will often shop around. 
under conditions as they exist at pres 
ent, and have two or three differen 
firms of accountants give an estimate 
of the cost of the work to be done 
The connection that would result from 
doing the work may seem to be at 
attractive one, and the accountant i 
often tempted to make a price that wil 
barely cover the outlay that must b 
made, with the hope that in the cours 
of time he can develop the work an 
obtain satisfactory fees. It may even | 
that some firms have a settled hae 
establishing initial connections in thi 
way. : 
This practice is wrong from ever 
viewpoint, including that of self sag 
est. It causes unseemly and ruin 
competition, lowers accountancy in dh 
estimation of the business public, am 
establishes a low and unproductiy 
scale of charges for the firm that mis 
takenly follows this policy. The met 
bers of the older professions have loa 
since found out that a procedure of thi 
kind reacts unfavorably toward th 
profession and toward its individu 
membets.. a 
Right-thinking accountants vel 
where are losing an occasional engage 
ment because of this ruinous policy 0 0 
the part of a few of their fellow a 
countants. They will continue to lose 
and the aggregate returns to the pt 
fession will be reduced, until thei 
example and the soundness of thei 
position shame their weaker brother 
into ethical practicals, and convine 
the business public that it is mot 
satisfactory in the long run to emplo 
the accountant who charges a fair f 
for cach engagement as it is completed 


Legislation for the Accountancy 


Classes of Legislation +» Review of Enactments, 
; _ Forecgn and Domestic 2» Paper Presented at Inter- 
national Convention of Accountants in Amsterdam 

ex By COLONEL Ropert H. MONTGOMERY 


[ EGISLATION for the profession 
D of the public accountant falls into 
two Classes: viz., (a) legislation 
hich merely permits members of the 
‘ofession to organize societies or guilds, 
ake their own rules and regulations, 
id which extends no special privileges 
protection to the members in their 
‘ofessional practice, and (b) legisla- 
on which purports to recognize the 
‘ofession as such, and which grants to 
tose who are qualified to take advan- 
ge of the legislation rights or priv- 
ges whch are denied to all who do 
yt so qualify. » 
The time allotted to me will not per- 
it of any discussion of class (a), which 
ay be termed legislation for the social 
educational betterment of the pro- 
ssion. In the course of my paper I 
all allude to the unquestioned barat 
ges of societies and other groupings 
accountants for their mutual benefit. 
ace there is no division of opinion 
garding the advantages of such organ- 
itions, we need not take time to dis- 
s the many types of such organiza- 
ys which now exist. 


Lack of Uniformity in Title 
and Legislation 


When we deal with legislation which 
ects the profession in its contacts 
th the public, as distinguished from 
social contacts, and thus approach 
2 financial phase of our work, we find 
great lack of uniformity in different 
antries and an equal lack of uniform- 
‘among the individual states in the 
lited States of America. 
The professional accountant through- 
t the world is known as a_ public 
tountant, just as lawyers and doctors 
“everywhere known as lawyers and 
ctors. But the accountants them- 
ves have endeavored to improve the 
icriptive term with a result which is 
nfusing and in some cases amusing. 


Profession 


THE profession of accountancy, more 

at this time than ever before, ts 
confronted with serious problems with 
respect to legislation. The time is 
opportune, therefore, for the world-wide 
review and study of this subject made 
‘by Colonel Montgomery, the results of 
which are embodied in his address 
made this month in Amsterdam. In 
conjunction with this address, herewith 
presented, the biographic sketch of 
Colonel Montgomery appearing else- 
where in this issue is of interest. A 
review of Colonel Montgomery's ad- 
dress, by Homer S. Pace, will appear 
in the August issue.—Tue Eprror. 


I am inclined to think that the lack 
of uniformity in title has actually hamp- 
ered useful legislation. We find that 
im proposed or actual legislation pro- 
fessional accountants have called them- 
selves Chartered, Certified, Incorpora- 
ted, Registered, Authorized, Expert, 
Certificated, and Special. It is unfor- 
tunate that there should be so many 
variants. The professional accountant 
should have the same title throughout 
the world. I can think of no more use- 
ful action for this Congress than to 
bring about a reform in terminology 
in many branches, particularly in what 
we call ourselves. 

Taking up the discussion of the leg- 
islation which affects our pocketbooks, 
I shall not take the attitude which is 
assumed by some of my friends. No 
one has a greater love for the eau ys 
its traditions, its responsibilities, and 
its future than I have; but, after all, 
most of us work year in and year out to 
earn our daily bread in the practice of 
the profession we have adopted. In 
my study of the attempts to secure reg- 
ulatory or monopolistic legislation, I 
have been amused to read some fervid 
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speeches which state that the desired 
legislation is for the sole and exclusive 
benefit and protection of the public, 
and that the motives of the account- 
ants are purely altruistic. Such state- 
ments do not bear the stamp of sincerity. 
I seriously doubt whether the legislators 
to whom such words are addressed 
believe them. If they do not, it is not 
strange that most attempts to secure 
restrictive legislation have resulted in 
failure. 

In any event, if restrictive legislation 
is the most desirable form of legislation, 
it has not made much progress. Its 
slow growth may be due to the absence 
of any legitimate demand for it. In 
the United States there has been little 
demand for restrictive legislation from 
the public; the demand has arisen 
almost solely from members of the 
profession. It is not necessary to 
analyze the motives to see if they are 
praiseworthy or selfish; except that if 
wholly unselfish and if the basis were 
sound, it is probable that more progress 
would have been made. 

I speak with some knowledge of leg- 
islative history, since I participated 
actively in the passage of the Certified 
Public. Accountant, (Cr Py Av) Hae 
by the Legislature of Pennsylvania in 
1898 and also in the effort to secure 
restrictive legislation in New York 
State in 1924. In the interval every 
state except New York (which had 
passed a C. P. A. bill in 1896) enacted 
a somewhat similar act. But all of this 
was legislation for and by the profession. 
It was not for and by the public. 

As a general discussion usually is not 
helpful, I shall devote myself to an 
inquiry into the most desirable form of 
legislation in the future. I think that 
I state the plain truth when I say that 
legislation and attempts at legislation 
up to now in Great Britain and the 
United States have been unsatisfactory. 
Great Britain seems to be content with 
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her lack of general restrictive legis- 
lation and with two societies of pro- 
fessional accountants. In the United 
States the apparent trend towards gen- 
eral recognition of the title C. P. A. 
received its rudest shock in 1925, when 
the legislature of the state of Illinois 
practically wiped out the classification 
in that state; subsequently, the new law 
has been declared to be unconstitutional 
and the old C. P. A. law is again in 
effect. 


Comparison with Legal Profession 


In New York State the legal pro- 
fession may be said to have nearly 
approached what I may call a working 
ideal. What I mean is that the only 
obstacle to perfection is the fallibility 
of mankind. The overwhelming major- 
ity of practitioners are in accord with 
the published code of ethics, there is 
only one governing body, and the stat- 
ute law of the state affords ample 
power to punish. In practice some who 
are not qualified professionally are 
admitted to practice, some who are dis- 
honest practice for a while, but on the 
whole the public is content and the 
profession is protected. When a quali- 
fied lawyer comes to New York from 
an adjoining state, the way is made 
easy for him to practice in New York. 

But even in law, with its history and 
traditions, there is much that is objec- 
tionable, since in the adjoining state 
of New Jersey the rule and practice 
are different from that in New York. 
I think it is a fair statement that in 
fifty years the New Jersey bar has gone 
back rather than forward. It may be, 
probably is, due to their highly restric- 
tive rules. The New York bar has gone 
steadily forward. The liberality of its 
rules has not been a detriment. 

Strange as it may seem, accountancy 
legislation in New York has not fol- 
lowed the liberal practice of the pro- 
fession of the law in New York State, 
but rather has proceeded along the New 
Jersey lines. Today, as twenty-five 
years ago, aC. P. A. from another state 
finds it difficult, if not impossible, to 
secure a similar certificate in New York 
State. The way is made so hard that 
many accountants now living and prac- 
ticing in the front ranks of the pro- 
fession in New York are not C. P, A’s 
of New York. The same condition exists 
in a few other states. It is a condition 
which is not creditable to New York, 
nor has it been helpful in the enactment 
of restrictive or any other kind of leg- 
islation affecting the profession. 

A few attempts have been made to 
secure federal legislation or recogni- 


tion, all of which were doomed to 


failure before they started. Our federal’ 


Congress properly refuses to pass laws 
which are better dealt with by state 
legislatures. 


Less Legislation Better 
for Professzon 


In my opinion there should be less, 
rather than more, legislation for the 
profession until we know ourselves and 
our needs better. We should broaden 
our local and national bodies, so that 
the young and aspiring student should 
be welcome, keeping out only the ob- 
viously unfit. We should have the 
closest cooperation between local bodies 
and one national organization. The 
student and junior practitioner should 
not have to choose between rival organ- 
izations, since what they need is educa- 
tion and experience and professional 
guidance. The entire effort should be 
educational and social. It is not neces- 
sary to secure a law to enable one to 
help a younger brother along the hard 
path we trod, to take his hand in 
friendly assistance and lead him over 
the pitfalls of which we learned by 
bitter experience. Professional educa- 
tion and professional intercourse may 
be promoted without outside help. If 
we attain success in this and we find 
that we need legislation, restrictive or 
corrective, it will be given for the ask- 
ing. I am not sure that it will add to 
our happiness or our financial profit. 

The more that we ask from legislation 
the more we limit our possibilities. In 
many respects we must choose between 
the circumscribed area of the piece- 
worker, who lives by and on restric- 
tions and inhibitions, and the freedom 
of the artist who improves without 
limit, who works eighteen hours a day 
if he likes, and who charges what he 
likes for what he creates. In one case 
there is little or no individuality; in the 
other there is nothing else. 


New York State an 
Illustration 


Since New York State was the first to 
enact C. P. A. legislation Cin 1896), it 
has the longest history; since it has 
created more C. P. A’s than any other 
state and has more use for professional 
accountants than any other state, it 
affords the best illustration of the value 
of CP. A. legislanans 

To a very large degree the value ts 
negative. The best proof of this ts 
found in two tests. The first, which 
has been continuous almost since 1896, 
is the effort to compel, and lacking the 
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power to compel, to persuade the busi- 
ness public to employ holders of New 
York State certificates in preference to 
non-holders. The effort has been so 
much of a failure that I am quite con- 
vinced that at least seventy-five per cent 
of all important professional accountin 
work now being done in New York 
is in the hands of accountants who do 
not hold New York State certificates. 
And since New York State does not 
recognize the certificates issued by other 
states, the legal effect of work done in 
that state by holders of certificates is- 
sued by other states is precisely the 
same as if they were not C. P. A’s. 


Probably all of our large financial 
institutions and all other grantors of 
credit maintain lists of accountants 
whose work is acceptable to them. 
Surely, the highest test of acceptability 
lies in the selfish test. I may be elo- 
quent in what I advise others to do; | 
may commend this and condemn that, 
and most of it may be a passing fancy 
or an opinion uttered on the spur of the 
moment, but what do I do when my 
own money is at stake? That is the 
major test in the employment of ac- 
countants. In actual practice I find 
that the officers of financial institutions 
on request say nice words about the 
C. P. A’s of New York. But I also find 
that their lists of acceptable account: 
ants, containing the names of those on 
whom they rely when they loan ot 
invest their own money or the money of 
others, contain the names of firms, a 
majority of ,.whose members are not 
affected in the slightest degree by New 
York State legislation. And this is 
without prejudice on their part. They 
have nothing against the legislation 
which has been in force for thirty years. 
It merely means nothing to them. __ 

Thus the first test proves that the 
discriminating public refuses to recog: 
nize any superior merit in accountants 
around whom the mantle of legislation 
has been thrown. a 

The second test lies in the utter lack 
of public demand for legislation affect- 
ing accountants. I have looked for this 
for nearly thirty years and without 
success. lt is true that some of us have 
as a result of indefatigable labor created 
a demand, but it would be incorrect to 
charazterize the demand as spontaneous. 
We have gone to our friends and askec 
them to write something in favor 0} 
restrictive legislation for accountants. 
First, they ask us to explain in simpl 
language what we are talking about. 
Then they say: ‘‘It sounds all right, you 
write the letter and we will sign it. 
The foregoing is a strictly accurate 
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icture of the interest which the public 


in the United States takes in legislation 


for accountants. 

Is the inference not irresistible that 
the controlling reason for the lack of 
interest lies in the simple truth that 
there is no need for legislation? If there 
were any widespread dissatisfaction 
with the conduct or work of account- 
ants who are not subject to state or 
national laws, it would with us be but 
a short time before legislation would be 
initiated by those who suffer from a 
lack of it. 


Education Superior to Legislation 


The standing of the profession today 
is immeasurably greater than it was 
thirty years ago. But this, in my 
opinion, is due in small degree to legis- 
lation, except insofar as legislation has 
influenced the educational standards of 
students. I believe that the universal 
rule of the survival of the fittest would 
have produced the same result. Before 
there was any legislation, the leading 
accountants were the most intelligent. 

Today, our schools and universities 
are developing curricula which are 
rapidly improving, and in a short time 
will afford satisfactory preliminary 
training and elementary practice; to- 
day, the numerous societies of account- 
ats are affording ample facilities for 
students to acquire technical training, 
1ot as satisfactory as might be desired, 
put there is much unselfish and intel- 
igent research work being done by the 
wficers and committees of our societies 
ind marked improvements in the educa- 
ton of the student and young practi- 
ioner can be noted. 

_ Here, in my opinion, lies the hope of 
he future, as it has been the cause of all 
hat is best in our profession today. 
Ido not know much about the stu- 
lents’ societies in Great Britain, but for 
early forty years I have known of their 
xistence. I have followed their pro- 
tess, and so fat as I was personally able 
‘emulated their example some twenty- 
ve years ago when I commenced to 
articipate in student work. In all 
hese years I have continued my inter- 
st. It has helped me to retain my 
tide and satisfaction in being identified 
nth a noble profession—one which 
ermits of worthy ambition, demands 
zalous attention, holds forth the high- 
st ideals, and demands unflagging per- 
istence and energy. There is no joy 
in to that of the student, young or 
Id. The acquisition of knowledge is a 
omstant delight. It is a great and 
‘tious privilege to belong to this pro- 


fession. Let us not belittle it nor our- 
selves in unworthy attempts to secure 
legislation which has for its sole object 
our financial betterment. 


Legislation for Older 


Professions 


It may be asked how our profession 
can get along without legislation when 
the older professions of law and medi- 
cine are subject to rigorous restrictive 
laws. The answer as to medicine is 
simple. There is a pronounced public 
demand for the registration and supet- 
vision of medical practitioners in order 
that life may not be endangered by 
unqualified practitioners. And yet as 
recently as last year in one of our largest 
States, it was found that state licenses 
were being issued to unqualified appli- 
cants and lives were lost due to mal- 
practice. Legislation, even when justi- 
fied, may be harmful. The state threw 
the mantle of Pong around those 
who were unfit, and the public were 
deceived and lulled into a false security. 
It is wholly unlikely that malpracti- 
tioners could have joined their local 
medical societies or secured any recogni- 
tion if they had not secured licenses 
from the state. They would then have 
had to depend solely on reputation, as 
accountants do today. The theory of 
the examination, registration, and 
supervision of the medical profession 
is a good one; but it needs rigorous 
administration. 

In the case of the profession of law 
We cannot measure the demand for 
restrictive legislation, since it is one of 
the things of which we approve be- 
Cause we ate used to it. The registra- 
tion of lawyers affords a convenient list 
of practitioners who have passed cer- 
tain examinations, and who become 
eligible to certain perquisites which 
are withheld from the laity. 


Legislation in Di fferent 


Countries 


I shall briefly comment on legislation 
and attempts at legislation in various 
countries. My information is not in all 
cases up to date, and in some cases I 
have had to depend on translations and 
casual correspondence. I feel sure that 
some of the data is not strictly accurate; 
nevertheless, it suits my purpose since 
the only use I have made of it is to draw 
general conclusions. The references re- 
lating to the period prior to 1905 are in 
some cases quoted from the very admir- 
able book by Richard Brown, C.A., 
‘A History of Accounting.’’ It would 
be quite a task to review all legislative 
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tengo from 1905 to 1926, but it 
would be of great interest to the pro- 
fession, and I trust that some one will 
undertake the work. 

In the United States (commencing in 
New York State in 1896) the legislatures 
of all of the states have officially recog- 
nized the public accountant by creating 
the title “‘Certified Public Accountant’ 
(C. P. A.), such title to be granted or 
awarded to applicants who satisfy re- 
quirements, which vary in the several 
States, regarding character, education, 
and professional skill. Anyone who 
holds himself out to the public to be 
aC. P. A. who is notaC. P. A. is guilty 
of a misdemeanor and may be punished. 
The legislation does not restrict prac- 
tice to Certified Public Accountants 
(except in five states, and their laws 
may be unconstitutional, as was re 
cently decided in Illinois); it merely 
protects the use of the title itself, the 
theory being that the public will em- 
ploy certified public accountants in 
preference to those who are uncertified; 
and thus the protection of the title has 
the effect of protecting the individual. 

But as there is no inhibition against 
practitioners holding themselves out as 
public accountants (as distinguished 
from C. P. A’s) the element of protec- 
tion is at least debatable. a 

In our most populous states the certi- 
fied public accountants of other states 
are not recognized. The reason urged 
against recognition is that some un- 
qualified practitioners might secure the 
coveted title and thus bring disrepute 
upon the qualified holders. But as 
there is nothing at all to prevent any- 
one, qualified or unqualified, from hold- 
ing himself out, and practicing, as a 
public accountant, and as those who do 
not call themselves C. P. A’s are en- 
trusted with professional work of as 
much importance as the work entrusted 
to the C. P. A’s, there is little to sup- 
port the argument that the exclusion 
policy of the last thirty years has been 
wise. 

Looking at the constructive side of 
the C. P. A. movement, I think it con- 
sists almost solely of its educational 
stimulus to students and junior practi- 
tioners. Prior to the passage of the first 
C. P. A. law in 1896, the majority of 
practitioners were not college graduates. 
Under our C. P. A. laws the educational 
requirements are in many states as ys 
Cin ‘at least one state higher) than for 
admission to the bar or other profes- 
sions. Perhaps this important develop- 
ment alone has justified the C. P, A. 
movement. 


(Continued on page 16) 


J. Pryse Goodwin wrztes on 
Accountancy Opportunities 


Opportunity for Human Service and Better- 
ment 2» Ratio of Practecing Accountants to 


Population 2» Field Uncrowded 


ACs high-school and college 
graduates, the popular idea of the 
accounting profession would appear to 
be ‘‘It pays well but it’s a deadly mon- 
otonous job.’’ In addressing myself to 
this subject, therefore, I want to call 
attention to the fact that accounting 1s 
nota ‘rut’’ profession, that ithas human 
interest and possibility for human ser- 
vice and betterment comparable to 
medicine and law. 

The profession is far-reaching in its 
relations, rendering service to corpora- 
tions, partnerships, individuals, insti- 
tutions, etc., and to all forms of indus- 
try, commerce, and finance. Examina- 
tions and verifications of earnings and 
operations as reflected by the books 
and accounts aid in developing desirable 
lines of endeavor and increase the 
profits therefrom. In addition, such ex- 
aminations and verifications tend to 
expose unprofitable lines or poor manage- 
ment, the losses from which would 
eventually be borne by the public. 

Audits and certificates of balance 
sheets and of earnings (gross and net) 
enable management to obtain the neces- 
sary working capital, wherewith to. in- 
crease production and commerce and in 
turn reduce cost and increase wealth. 
They also enable the investing public 
to ascertain the working capital and 
the ratio of current assets to current 
liabilities, the ratio of inventories to 
total current assets, the ratio of earn- 
ings to the capital stock, and other in- 
formation essential to the determina- 
tion of safety and desirability of in- 
vestment. 

Installation and improvement of sys- 
tems of accounts and of internal re- 
ports reflecting results by functions, 
by processes, or by departments, aid 
management to operate on smaller in- 
ventories, to increase production, and 
to increase sales and rates of turnover, 
and thereby reduce cost, from all of 
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CCOUNTANCY, according to J. 
Pryse Goodwin, who is with the 
accountancy firm of Peat, Marwick, 
Mitchell ¢% Co., is a profession that 
has human interest and possibility 
for human service and betterment com- 
parable to that afforded by the prac- 
tice of medicine and law. 

Mr. Goodwin makes this statement 
in an interesting article which is one of 
a series of vocational articles now 
being published by the “New York 
Herald-Tribune’’—a series in which, 
as the *‘Herald-Tribune’’ states the 
matter, the ‘opportunities and re- 
quirements in various lines of en- 
deavor are discussed by experts for the 
benefit of the young men and young 
women about to take up their life 
work.’ 

Mr. Goodwin's article deals alto- 
gether with accountancy and is of so 
much direct interest to the readers of 
LHE PACE STUDENT that 245 
reproduced in full—Tur Eprror. 


which the public benefits and profits. 
Modern cost systems are particularly 
helpful both to employers and to labor. 
They enable manufacturers to go ahead 
with courage, born of the knowledge 
that their costs are accurate, thereby 
helping them to meet foreign com- 
petition, increase output, and stabilize 
employment. 

The tax service rendered by ac- 
countants is twofold in its benefits; 
it not only assists the taxpayer in 
accurate and fair determination of the 
amount of his taxes, but in turn ma- 
terially aids the government in collect- 
ing what is due. 

The profession also renders human 
and constructive service in aiding in 
the reduction of crime, by educating 
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the public, particularly employers: (1) 
in the moral effect of good systems 
of accounts and of periodical audits 
and, (2), in the protection furnished’ 
to employers and employees by systems 
of internal check and by the app 
tion of constructive and inductive forces” 
that encourage thrift and offset tempta- 
tion. 

The foregoing paragraphs indicate, 
concisely, the character of the ac 
countant’s work. Primarily, the pro- 
fession may be said to call for, not 
only a knowledge, but a liking for 
mathematics, bookkeeping, accounting, 
economics, statistics, industry, com- 
merce, finance, and commercial law. 
There are, of course, other requisites, 
such as ability, agreeability, adapta- 
bility, and, most of all, accuracy. Be- 
ing based on an exact science, it cam 
be expected that the work is propor- 
tionately exacting both upon health 
and temperament. 

Advancement in the profession 1s 
measured by the following grades: As 
sistant, semi-senior, senior, supervisor, 
practicing accountant, and the responsi 
bilities are in proportion. The years 
required to gain the experience neces- 
saty to ptactice must depend upon the 
opportunities and the ability to take ad 
vantage of them. The monetary re 
wards are generally recognized as coms 
parable with those in other professions 
and subject to the same seasonal vicis 
situdes.. . 

For measuring the opportunity in the 
profession, perhaps the best gauge 
would be the ratio of the number o 
practicing accountants to the total pop 
ulation. While perhaps not a strictly 
accurate comparison, nevertheless it i 
significant that in the United State 
the number of public accountants t 
the total population is but one-seventh 
of the corresponding ratio in Englan 
and Wales. f 


The profession is officially represent- 
d both by national and state organi- 
ations. Of the national organizations, 
nention should be made of the Ameri- 
an Institute of Accountants, the Ameri- 
an Society of Certified Public Ac- 
ountants, and the National Association 
f Cost Accountants. 

The profession is making a wide ap- 
eal to young men of higher education; 
nd, in fitting them for their work, re- 
aarkable service is being rendered by 
echnical educational schools, both pub- 
ic and private, such as New York Uni- 
ersity, Pace Institute, Columbia, Har- 
atd School of Business Administra- 
ion, and others. This effort is now 
eing supplemented by various pro- 
sssional accounting organizations 
hrough assistance rendered to students 
1 bridging the hiatus between college 
nd the profession. The American 
astitute of Accountants, for example, 
as only recently organized at its 
eadquarters, 135 Cedar Street, New 
‘ork, a bureau for placements to en- 
ble college graduates to obtain the 
ecessary contact with the profession. 
ts booklet, entitled ‘‘ What Will You 
’o After Graduation?’’ compiled by its 
pecial committee on placements, will 
e of particular interest to students con- 
smplating this profession. In turn, the 
lerald-Tribune is to be congratulated 
n developing this constructive series of 
tticles so helpful to young men in 
slving a most difficult problem. 

Not the least of the attractions to 
e profession are the opportunities 
lat it affords for studying and analyz- 
1g at Close range the income, expenses, 
ad financial condition of a wide 
aricty of industrial, commercial, and 
nancial organizations, such as manu- 
icturing, mining, shipping, trading, 
lerchandising (wholesale and retail), 
uilding and contracting, hotels, hos- 
itals, charities, banking and broker- 
ge, insurance, etc. There should also 
€ mentioned the opportunity to travel. 
he experience and training thus gained 
fe valuable not only in the profession 
self, but also in filling executive posi- 
ons of responsibility, such as account- 
nt, auditor, cost accountant, comp- 
‘oller, or office manager in commercial 
yncerns. As in other professions, so 
ere, it can be stated that hard work 
lerits its reward; that we never get 
ut of life more than we put in; and that, 
s the Rotarians state it, ‘He profits 
lost who serves best.”’ 

Owing to the great number of requests for the “Choosing 
Profession’’ series, a booklet has been prepared contain- 
gall the articles in the series. It may be obtained with- 


it charge by writing to Department C, New York Herald 
ribune, inclosin § atwo-cent stamp tocoverreturn postage. 
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Work of Commercial-Paper Broker 


((OMMERCIAL paper, as the term is 
used in this article, means the un- 
secured short-time promissory notes of 
merchants and manufacturers, issued to 
obtain funds to finance their current 
business operations. These notes may 
be discounted by the concern’s own 
bank; or, if the concern’s credit is 
strong enough, they may be placed with 
various other banks throughout the 
country through the medium of com- 
mercial-paper brokers. 


The commercial-paper broker came 
into existence shortly after the close of 
the Civil War, in response to the de- 
mands of the prosperous business houses 
of the time for a market for their unse- 
cured notes in excess of that furnished 
by their own bank accounts, to enable 
them to convert their excellent credit 
into current funds and to avail them- 
selves of the spectacular bargains offered 
at the time in the form of ‘‘distress’’ 
merchandise. 


The broker has since continued to act 
as intermediary between the business 
house needing money in excess of its 
regular banking accommodations and 
the various banks throughout the 
country with surplus funds available 
for sound temporary investment. The 
banks were at first somewhat opposed 
to the practice, but the experience of 
many years and several panics has indi- 
cated the economic soundness of the 
idea and the safety of the paper as an 
investment. 


The broker operates in two ways. 
He buys outright the paper of the busi- 
ness house and sells it to the banks, or 
he accepts the paper on consignment 
and remits the proceeds to the business 
house after the paper is sold. Under the 
first method, he will give his client a 
check for the amount of the notes issued 
to him, less the discount to maturity 
at the current market rate, and less his 
commission. He will then proceed to 
dispose of the notes at as low a rate of 
discount as possible. 


A keen trader who follows closely 
the trend of the money market can often 
predict with accuracy future money 
rates; and when anticipating a falling 
money market, may make a profit in 
addition to his commission by trading 
on this basis. This procedure, however, 
requires a large investment of capital, 
and in ‘‘tight’’ money periods often 
proves disadvantageous, as the client 
comes to regard the broker almost as a 
banker. 


Under the second method—accepting 
the paper on consignment—the broker 
need not tie up any of his own capital. 
When he sells a note, he receives the 
proceeds from the purchaser. He de- 
ducts the commission from the proceeds 
and remits the balance to the client. 


In either case, the commission varies 
from approximately one-quarter of one 
per cent. to one-half of one per cent. of 
the face value of the paper, the rate 
depending on the amount of business 
done and the character of risk involved. 


Practically all commercial paper is 
sold on ten days’ option—that is, the 
buying bank takes the paper and is al- 
lowed ten days in which to make an 
investigation into the desirability of 
the note with the privilege of returning 
it at the end of the option period if it is 
dissatisfied with the result. 


It will be noted that the broker works 
on a very small margin of profit, which 
necessitates a quick turn-over of the 
paper that he takes. Competition 
among the brokers is exceptionally 
keen, and the successful broker must 
be an alert, energetic, and intelligent 
business man.—Excerpt from the gradua- 
tion thesis of Herman J. Muller. 


Application of Error- 
avoiding Principle to 
Voucher Form 


4 Bizes simple rule that recopying should 
be avoided whenever possible in 
order to keep down thelikelihood of error 
is decidedly applicable in the preparation 
of disbursement vouchers. These 
vouchers should be designed wherever 
possible as as to provide for entry and 
posting either to books of original entry, 
to general ledger records, or to sub- 
sidiary analyses from the side of 
the voucher upon which the original 
distribution is indicated. In other 
words, the voucher should be so de- 
signed as to make it unnecessary to list 
certain information, say on the inside 
of a folded jacket, this information to 
be later recopied on the outside of the 
form. A procedure whereby all in- 
formation is kept on the inside of the 
jacket, and the number shown in the 
upper right hand corner of this jacket 
when folded for filing, has been found 
to be highly satisfactory from an 
operating standpoint. 


Colonel Robert H. Montgomery 


Intimate Sketch of a well-known Accountant 
Early Vocational Experiences 


om 


oo = Side-lights on 


Development of Profession 2» By ALLEN CHAFFEE 


i ISPOSE of the work before you 
D as thoroughly as possible and 


then enjoy yourself.”’ 

That is the theory on which Colonel 
Robert Hiestet Montgomery works and 
plays. During the summer, when his 
professional duties permit it, he comes 
to New York but three days a week. 
In between, he rides and enjoys his 
country place near Greenwich, Connect- 
icut. Yet, as accountant, lawyer, 
author, and tax authority, he has accom- 
plished an overwhelming amount of 
work. For twenty-eight years he has 
been a partner of the firm of Lybrand, 
Ross Bros. & Montgomery; and during 
the war he performed services of great 
value to the Government in organiza- 
tion and price-fixing. His ‘‘Auditing’’ 
and ‘‘Income Tax Procedure,’’ outcomes 
of his teaching of accountancy, are the 
best-known books in their field. 


Partner in Leading Firm 


In 1902, Colonel Montgomery opened 
his firm’s New York office, which now 
occupies the entire fourteenth floor of 
110 William Street. His firm began 
ptactice in 1898 with a staff of two as- 
sistants and now employs a staff of 
neatly five hundred; has offices in six- 
teen Cities, extending from coast to 
coast, and numbers among its clients 
the largest corporation in the United 
States (The American Telephone and 
Telegraph Company), New York's first 
gteat store (the A. T. Stewart store, 
now Wanamaker’s), New York’s oldest 
firm name (Lord and Taylor), the old- 
est bank in the Western hemisphere 
(Philadelphia’s Bank of North 
America), and the oldest iron mine in 
the country (the Sterling). It has 
helped to solve the problems of the 
Pittsburgh Board of Public Education, 
the City of Detroit, the U. S. Shipping 
Board, some of the Liberty Bond drives, 
the Philadelphia Committee of the 
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Federal Fuel Administration, the Red 
Cross, and the Signal Corps of the U. S. 
Army. 

It is all the more picturesque, this 
preéminence in authorship and ac- 
countancy, because of the fact that 
Colonel Montgomery began at $4.00 
a week, and was fired from his first post 
“for conduct unbecoming a clerk.”’ 
(He was caught stuffing a wad of paper 
down the back of a fellow stock clerk.) 


Early Experience 


As I interviewed him in his office at 
385 Madison Avenue, he told me that 
he earned his first money at the age of 
fourteen by planting corn and picking 
blackberries at fifty cents a day. He 
was born in 1872 at Mahanoy City, Pa., 
the son of a Methodist minister, and 
secured his formal education at public 
and night school. But somehow the 
ambitious boy managed to rub Alladin’s 
lamp the right way. 


“I always wanted to go to West 
Point,’ he told me, “‘but I never got 
there.’’ At sixteen he began as office 
boy for John Heins, the president of the 
American Association of Public Ac- 
countants and founder of the present 
firm—an accountant, who, in an age 
when no schools existed in which ac- 
countancy might be learned, trained his 
staff rigorously. In addition, there was 
just the right blend of Dutch and Irish 
in young Montgomery’s ancestry, for it 
wasn't long before he was promoted. 
Ten years later he was junior partner in 
that same office, which had become 
Heins, Whelen, Lybrand, and Company. 
He had to travel a great deal, but he 
spent his evenings studying law, and in 
1902 he was admitted to the bar in 
Philadelphia. 

In that same year, after a summer 
spent in the Catskill Mountains looking 
after the books and accounts of the 


Hotel Kaaterskill, he came to New Yor 
to establish a branch office whose ni 
rental should not exceed its gross it 
come, which was sometimes nothin 
at all. With this end in view, he secure 
at 25 Broad Street a room with of 
window on a court, and sublet the pai 
of the room which contained the wit 
dow. Then some of the prospectiy 
clients sold out. But when the trea: 
urer of the Union Theological Seminar 
died suddenly, Colonel Montgomer 
was Called in to look after the finance 
and to prepare the annual report. Whe 
it Came to writing up the books, h 
hired an accountant who came supplie 
with excellent references as to his work 
ing ability, and this man he left i 
charge. 

“One day,’’ says Colonel Mont 
gomety, ‘I received an urgent summon 
by telephone to come to the Seminary 
and there, in the ecclesiastical atmos 
phere, I found my prize accountant— 
roaring drunk. Of course, at that time 
the popular definition read: “A publi 
accountant is a bookkeeper out of ; 
job . who drinks.’ That this i 
no longer true is due, I think, less t 
the Volstead Act than to the highe 
average of intelligence to be found to 


day among accountants.”’ d 


‘Next came a shock of a differen 
nature. I had just started the firs 
audit of the accounts of R. M. Owen 
the automobile man, when he drew m 
to a corner of the neighboring garag 
and whispered: ‘I count on you to pro 
tect me. I’ve been speculating in Wall 
Street, and lost a lot of money, and I’ve 
taken it out of the business. You must 
cover it up.’ I felt most uncomfortable, 
but decided to make no comment till 
he had told his story, and asked him to 
proceed with it. But he was joking, 
and from that day, we have been friends, 
and we have more clients arising from 
his good offices than from any other one 
source. 7 


POR 


—— 


In 1906 Colonel Montgomery was 
etained to install a new system of 
counts for the New York State 
Tospitals. 

In 1909, he and the late Francis F. 
Vhite, of Deloitte, Plender, Griffiths 
< Co., were selected by the Chamber 
f Commerce of the state of New York 
9 examine and report on the accounting 
ystem of the City of New. York. 

Colonel Montgomery was admitted 
9 the New York bar in 1904, ‘‘but not 
Mt twelve years after I came to New 
ork would they have me in the New 
‘ork State Society of Certified Public 
countants,’’ he smiled ruefully. (He 
ras their president in 1922 and 1923.) 
I had been admitted to the bar of New 
ork merely on the motion of a lawyer 
tho knew me, but when I applied for 

C. P. A. certificate in New York, the 
ithorities said I’d have to take the 
<amination, and I wouldn’t do it. I 
lought that it was time that account- 
icy adopted the reciprocal policies of 
le legal profession.”’ 

For a time the Colonel was a specialist 
| public utility accounts, but his legal 
aining has led him to make taxation 
S great specialty. 

Soon after he became a partner in the 
m, in 1898, he volunteered as private 
id served in the Porto Rican Campaign 
the Spanish-American War, in Bat- 
ty A of the Philadelphia Light Artil- 

ty. It was there that he became such 

| expert horseman that a couple of 
onths ago, when his mount reared and 

1 over backward on him, he came off 

ith no more than a strained ligament 

d was riding again in six weeks’ 

ne. 


Good Fortune Attends Him 


“I’m not superstitious,’ he says, 
ut I’ve had some close shaves. I’ve 
ide six trips by airplane between 
tis and London when people on trips 
th before and after mine were killed. 
ice I learned in mid-flight that the 
ine that flew over the same route the 
y before had fallen and everyone 
ard was killed. I’ve been in forced 
dings, but have always come off 
hurt. When I learned to drive an 
somobile, I started out at 55 miles an 
ur, sent the car into a ditch and up 
> other bank and overturned it, but 
erged unhurt. And I’ve been in rail- 
id wrecks where people on the same 
-were killed.’’ But, he must have 
1 a four-leaf clover in his pocket. 

Ince, though, he suffered! It was in 
‘Louis in 1904, when accountants 
re still sufficiently under British in- 
nce to wear ‘‘boiled shirts,’’ frock 
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coats, and silk hats, with the ther- 
mometer at 100° in the shade. But his 
paper, read at the Congress of Ac- 
countants, attracted yi attention. 
Its title was formidable: “‘The Import- 
ance of Uniform Practice in Determining 
the Profits of Public Service Corpora- 
tions Where Municipalities Have the 
Power to Regulate Rates.”’ 

With the consolidation of business 
which followed the Spanish-American 
War, the telephone, typewriter, adding 
machine, and loose-leat ledger began to 
be widely introduced; and the account- 
ant, once employed to locate or prevent 
dishonesty, now became confidential 
business adviser. 


Author, Educator, and Tax Authority 


Colonel Montgomery was one of the 
three or four Philadelphia accountants 
to underwrite the evening school of the 
University of Pennsylvania (The Whar- 
ton School of Finance and Commerce) 
and to teach the first classes. ‘‘It was a 
matter of luck,’’ he says, ‘“‘which sub- 
ject any one of us would handle, but 
auditing was assigned to me. Seeing 
the need, in 1905, I brought out an 
American edition of Prof. Dicksee’s 
British book on auditing, and later 
wrote one of my own. In it I had a 
section on federal taxes, which later 
became more important than the book 
itself; so I brought out a separate tax 
book.”’ 

That first book, ‘Auditing, Theory 
and Practice,’’ has undergone successive 
reprintings, and was later revised to 
fill two volumes. The latest publica- 
tion is a students’ edition, *‘Auditing 
Principles.’’ His “‘Income Tax Pro- 
cedure,’’ now in its tenth annual edi- 
tion, with his “Excess Profits Tax Pro- 
cedure’’ and ‘‘New York State Income 
Tax Procedure,’ are interpretations of 
the complicated federal and state tax 
laws that will answer about 98 ques- 
tions out of roo for the bewildered 
business executive, and contain the more 
significant decisions of the Treasury 
Department, with fearless suggestions 
of certain telling improvements in both 
the law and the interpretations of the 
law that the Department has made. 
Indeed, the Colonel has more than once 
taken a stand at issue with the Treasury 
Department which has since been 
adopted by the Department. 

The conducting of special courses in 
accounting in the extension department 
at Columbia University culminated, in 
1924, in a professorship in accountancy. 

During the World War, Colonel 
Montgomery was commissioned Lieu- 
tenant Colonel of the National Army. 
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That was in March, rgr8. He had been, 
since January, chief of the section on 
organization and methods of the Office 
of the Director of Purchases; he be- 
came, for the year ending April, rg919, 
organizer and member of the War De- 
partment Board of Appraisers; he was 
War Department representative on the 
price-fixing commission of the War 
Industries Board; and he served as chief 
of the price-fixing section of the Pur- 
chase, Storage and Traffic Division of 
the General Staff. 

In the New York State Society. of 
Certified Public Accountants, he has 
been active, first as a member of the 
furtherance committee, then as vice- 
president, and (as has been mentioned) 
he became president in 1922. While 
president, he originated the ‘‘all-day- 
conference’ and ‘‘technical-committee’’ 
idea, now being adopted by accountancy 
societies throughout the country. He 
provided the Society, as a personal gift, 
with a foundation for a technical ac- 
countancy library. 

In 1904 he married Elizabeth Adams 
Shaw of New York City. His winter 
residence is at 277 Park Avenue, and 
he goes abroad yearly. But his greatest 
enjoyment is at his country place, 
which contains one of the six hemlock 
forests in the State of Connecticut, 
two lakes, a deep ravine, and several 
miles of bridle paths. ‘“‘It is as wild as 
anything in the Adirondacks,’’ said the 
Colonel, “‘but it must be kept wild. 
I have men plant ferns and wild flowers, 
and remove nothing but the weeds.”’ 
In reply to my questions, he added that 
there are horses, dogs, and wild ducks, 
cows and chickens; that his thirteen- 
year-old daughter was then having a 
house-party of her friends from the 
Spence School; that there was one son 
at Princeton and one at The Hill School; 
and that his latest ambition is to learn 
French. 

With all his work and diversified 
interests, the Colonel has found time 
for play. He belongs to the Indian 
Harbor Yacht Club, and the Manursing 
Island Club, Blind Brook, Greenwich 
Country, Field, Round Hill, West- 
chester, and Fairfield Hunt and the 
Racquet Club and Chevy Chase of 
Washington. He is also a Mason, be- 
longs to the Riding, MacDowell, and 
Army and Navy Clubs, the Faculty 
Club of Columbia University, the 
Bankers’ Club, the Academy of Political 
Science, the American Academy of 
Political and Social Science, the Na- 
tional Economic League, and is a past 
president of the American Association 
of Public Accountants. 


Selling Technical Education zo Business 


that savors of the theoretical. It 

is practical, close to the earth, 
intolerant of the things that may not 
be directly measured in dollars, units of 
production, or tangible objects of steel 
or stone or wood. 


The automobile manufacturer visual- 
izes his industry as bar stock, rear axles, 
gears, transmissions, synthetic leather, 
imitation wood, oil, grease, labor, as- 
sembly lines, intensive salesmanship, 
bank loans, discounted paper, and the 
hike: 


To the department store operator, 
business is an aggregation of sales- 
people, furniture, dress goods, cloaks 
and suits, tremendous crowds moved 
speedily from counter to counter and 
floor to floor, extensive advertising, 
borrowed capital, and the like. 


Practical experience in dealing with 
these very tangible entities is highly 
prized, and in the average mind no very 
clear connection is seen to exist between 
the one business and the other. Such 
is the practical viewpoint. 


Bese is skeptical of anything 


Over-organization 


It is probably true in some instances 
that industry is over-organized and that 
swivel chairs, mahogany furniture, 
fancy and unnecessary accounting 
records, and expensive experts are more 
highly esteemed than whirring ma- 
chines and busy salesmen. It is, how- 
ever, a fact that more business failures 
and greater economicwastehaveresulted 
from the absence of these factors than 
because of their excessive use and over- 
development. 


Theory vs. Practice 


In business organization and accoun- 
tancy, what we call theory is a record 
of successful experiments, not in the 
laboratory, but in every-day use. It is 
a pity that the term theory was ever 
used; it carries an unfortunate impres- 
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Pithy Points Made in Talk to University of 
Machigan Students -» Common Fault Lack of 
Definite Lines of Authority and Responszbzlaty 
sx By RICHARD Fitz-GERALD, C.P.A. 


sion to the mind of the hard-headed, 
practical business man. How much 
more convincing it is to say, ‘What I 
recommend is the method that has 
proved most successful in practice,’ 
than to say, © What I recommend is in 
accordance with the accepted theory of 
accounts.”’ 


Meeting the Business Mind 


The business man is a little inclined 
to distrust higher education and the 
exponents of improved methods of 
organization, control, budgeting, and 
accounting. This is in large measure 
due to the circumstance that higher 
education and the apostles of efficiency 
are prone to talk a language business 
does not understand. The late ex- 
President Roosevelt was once asked by 
an English statesman if it would be 
possible for our Congress to pass a valid 
law applying in this country the 
methods of taxation provided for in the 
Lloyd George budget of 1910. Roose- 
velt replied, “It would depend on 
whether a Justice of the Supreme Court 
came down heads or tails.’’ He did 
not go into an involved description of 
our system, but. stated in picturesque, 
every-day language the ultimate source 
of decision in the American Govern- 
ment. There is little use in preaching 
to business that it falls under one or 
more of the three classifications—pur- 
chasing or procuring, fabrication, and 
distribution—and that the purpose of 
higher business education is to develop 
leadership with the ability to construct 
the most approved form of business 
organization, to coordinate the func- 
tions of a business, and to check ten- 
dencies toward waste, extravagance, 
and inefhiciency. We must talk in 
simple terms of concrete propositions. 
We must say, for example, “‘ Your pur- 
chasing agent, your sales manager, and 
your production manager must work 
together, so that you may not carry too 
much bar stock on your shelves, so that 
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you may not produce in your factor 
articles that cannot be sold within | 
reasonable time; and your financial mai 
must say whether it will be possible 
and determine the means, to finance th 
operations you have in mind.” ; 

What enters into the cost of produc 
tion and such technical matters a 
deferred charges, interest on capital em 
ployed, depreciation, obsolescence 
amortization, and the like, are mattet 
for the technician. The engineer doe 
not disclose to the business man the de 
tails of calculations by which he arrive 
at the weight of steel girders necessat 
for a building operation. He merel 
says, so many girders of such and sud 
a weight are necessary. . 

The gentleman who is unwilling t 
meet the business mind on its own leve 
who stands out for perfection in evet 
detail, who is without sense of propo 
tion, and, above all, who is contentiou 
has no chance for a commercial careé 
for business is coldly practical an 
brushes into the discard time wastet 
and those who reason narrowly. ‘ 


Opportunity for Service 


There are fine opportunities to rende 
high service in business. Machinet 
and mechanical processes have bee 
brought to a degree of perfection thi 
staggers the imagination, and the 
is not yet. From day to day the majest 
minds working on these problems giv 
to the world new marvels; and, by f 
ducing production costs, bring witht 
the means of everybody things that a 
revolutionizing our lives. 

It is a fact that little attempt has be 
made to construct, coordinate, af 
check along scientific lines the huma 
organizations and agencies that opeta 
these mechanical marvels and contf 
and distribute their output. © This 
where the opportunity for the ma 
possessing higher business educatie 
lies. It is here he can make hims 
felt, provided he accommodates hi 


self to conditions as they are and uses, 
to secure his ends, the methods of devo- 
Jution rather than those of revolution. 


Organization 

The most common fault in business 
organizations 1s the lack of definite lines 
of authority and responsibility. It is 
not uncommon to find half a dozen 
people picking at the ends and edges of 
the same job. Too often in’a crisis, 
nobody is ready to assume authority or 
to act; and, in case of error, responsi- 
bility is thrown around from hand to 
hand. Business is prone to sneer at the 
methods of governments, but there are 
many points on organization that big 
business could adopt from our state and 
municipal governments to its advantage 
and profit. Definite responsibilities, 
speci c duties for the Pedic. and 
the relations of individual to individual 
and department to department should 
be clearly stated and set forth beyond 
possibility of doubt for every organi- 
zation. Organizations have succeeded 
without adopting such measures, it is 
true, but somebody paid the cost of the 
r@sulting inefficiency. It is best to show 
lines of responsibility and of authority 
in graphic form on an organization 
chart. 

Budget Control 


| The monthly statements of financial 
and operating results, as disclosed by 
ithe books of account, as historical 
wecord, are of interest; but those who 
have to deal intensely with the live 
present do not accord them a position of 
Outstanding importance. The business 
executive must know from day to day 
what is taking place in his shop, fac- 
tory, or warehouse. He must have the 
neans of comparing the actual with the 
dossible, and he must be in a position to 
‘race responsibility for results to 
ndividuals. 

_ The units measuring accomplishment 
should be predetermined for each de- 
dartment, from executive down as far as 
sracticable, even to individual foremen, 


Department Responsibility 


Sales Sale of output 


| 


Production Production of output 


Purchasing Securing materials and supplies 


’ Treasurer Finances 
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if necessary. The maximum unit of 
efficiency, whether man turnover, tons, 
pounds, barrels, or dollars, production 
or sales, should be laid to the account of 
the person responsible, and his actual 
accomplishment should be measured 
against it as quickly as the information 
becomes available. The purchasing de- 
partment, sales department, production 
manager, and treasurer are in coopera- 
tion responsible for the outcome of a 
manufacturing business. Their respon- 
sibility should be definitely allocated 
and a budget showing the estimated 
result for a period made from their 
figures in a form as shown below. 


Point of Profit 

The existence of a market to absorb 
output is the determining factor in pro- 
duction. Advertising and intensive 
salesmanship create markets. During 
the period that clapses between the in- 
ception of a selling campaign and the 
point when the volume of sales returns 
a profit is a season of anxiety and dread 
for the wary and conservative. Too 
often, all of the factors are not con- 
sidered in advance, due either to ignor- 
ance or carelessness or even to a spirit 
of adventure in which campaigns of 
this nature are sometimes undertaken. 
It is always possible to bring home to a 
business man the probable result of an 
enterprise by showing him on a chart 
the point at which a profit will be 
realized and the factors entering into it. 
No argument or extended debate is 
necessary; such a picture speaks for 
itself. 


Cost Accounts 


Production costs are measured in 
dollars and should be controlled from 
the books of account. They should be 
so subdivided, within practical limits, 
as to fix responsibility on departments 
and executives. They should not be 
too detailed; otherwise executives will 
not study them. The best method of 
securing attention for cost figures is to 
prepare a few simple charts showing the 


Estimate 


Units to be sold 
Total sales price of output 


Material necessary for production 
Labor.necessary for production 
Cost of production 


Cost of materials and supplies 


Statements predicated on above figures showing 
operating results, profit and loss, balance sheet, 
and condition at end of period 

Loans necessary 

Other methods of financing 


Wi 


trend of important figures. Any varia- 
tion in the lines attract the eye and 
stimulate interest in the figures. 


Executive Control 


The chief executive of modern 
industry is usually not a technician. 
He understands business organization 
and the factors that make for profit. 
If the accounts indicate an excessive 
cost or it is not possible for him to 
meet a competitor's price, through his 
experts he discovers where the fault 
lies and removes an incompetent subor- 
dinate, replaces an inefficient machine 
or applies the appropriate remedy. For 
success, he must at all times have before 
him in the briefest form possible current 
reports on which he may predicate 
action. 


Conventional Forms 


Personally, I dislike the conventional 
balance sheet. It is a source of much 
confusion to the layman. For instance, 
the inclusion of deferred expenses in the 
total of assets, and of reserves, surplus, 
and capital in the total of liabilities, 
approaches almost to the absurd. Yet 
this form has stood the test of time and 
use and there is considerable doubt as 
to whether greater confusion would not 
result from the adoption of what I and 
other radicals and reformers might con- 
sider a simpler and more logical form. 


Conclusion 


Responsibility causes some people to 
grow; others, to feel their importance. 
Many a man put to work to discover a 
better method of handling men, mate- 
tials, or accounts, has concerned him- 
self with the morals and manners and 
charged himself with the duties of all 
executives from the general manager to 
the janitor, loading his mind with 
matters that were entirely outside the 
scope of his work. Instead of accom- 
plishing anything useful, men of such 
mettle set everybody at cross purposes 
and thoroughly discredit themselves. 
Business dislikes a busybody. 


Fact Engineering 


Beast Engineering, a term coined by 
Herbert Hoover, is no longer an 
experiment. The annual audit is one 
of the fundamentals of fact engineering 
and as such is rapidly becoming an 
integral part of modern business. 
—Metropolitan Life Insurance Co. 


Developed judgment is the quality that 
differentiates a reckless chance from a legiti- 
mate opportunity . 


Finding a New Work Opportunity 


Vocational Advice with Respect to Changing | 


Position Essentials in Obtaining 
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New Employment fully Discussed 


must be considered when a per- 

son finds it necessary to obtain 
a new work-opportunity—that 1s, when 
he must seek a new position in which 
to make effective use of his work abilt- 
ties. In this important matter, with 
the economic welfare of self and family 
at stake, the bread-winner should avail 
himself fully of the experience of those 
of us who have had extensive experience 
in placements. 


| NUMBER of the matters that 


Unnecessary Changes not 


Advisable 


First, it is not advisable to make 
unnecessary changes of position. A per- 
son accumulates a valuable vocational 
asset in the form of specific information 
in the organization in which he has 
wotked a long time. He should con- 
sider well before giving over the advan- 
tage he has thus gained, and he should 
not make a change as a matter of mere 
caprice. If other men have advanced 
satisfactorily in the organization of 
which you are a part, it is well to in- 
quire first pretty closely into your own 
abilities, and to make a determined 
effort to measure up to the opportuni- 
ties that are close at hand. 

After making due allowance, how- 
ever, for conservatism in making a 
vocational change, the fact remains 
that a good many people are forced out 
of positions for one reason or another, 
and many a petson is working for a con- 
cern in which there is little or no oppor- 
tunity for advancement. 

For these reasons and many others, 
it is often necessary for a person to ob- 
tain a new position. Under these cir- 
cumstances, the only thing to do 1s to 
take vigorous steps to make a new con- 
nection on as satisfactory a basis as 
possible. 


Suggested Procedure in 
Making Change 


An applicant for a position may go 
about the matter by answering adver- 
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tisements, or by advertising on his 
own behalf, or by registering with one 
ot more reputable employment agencies. 
There is really no other method of pro- 
cedure, unless one happens to know, 
through some personal acquaintance, 
of a desirable opportunity. It is usually 
desirable to use every means at hand in 
order to obtain the greatest number of 
interviews with prospective employers. 
So far as the metropolitan New York 
atea is concerned, registration with one 
or more reputable employment agencies 
is perhaps the most effective method, 
although such a registration does not 
preclude the applicant from advertising 
on his own behalf, or from answering 
advertisements that seem to offer a 
reasonable chance of employment. 


Whatever the procedure used, if the 
employment sought is of the so-called 
“white collar’ class—that is, employ- 
ment in office work, in selling, in buy- 
ing, or in any of the professions—there 
are certain essential things that must 
be observed by the applicant if he hopes 
to be successful in obtaining suitable 
employment. Brief mention is made of 
a number of these essentials, particu- 
larly the ones that relate to obtaining 
employment through registration in an 
employment agency. 


Frankness An Asset 


First of all, a person cannot ordin- 
arily hope to market his services satis- 
factorily unless he makes available, 
frankly and without reservation, his 
record of former employment. This 
record should be given in a brief but 
comprehensive written statement. It 
should be placed before a prospective 
employer by the agency in order that a 
personal interview may be atranged for 
the applicant. The agency that pursues 
this method, gives its client (the pros- 
pective employer) a chance to select, 
for interview purposes, the applicants 
with the records that seem to be most 
suitable. 
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A vocational record prepared by an 
applicant (either for filing with a place- 
ment agency or for submitting directly 
to a prospective employer), should start 
with the applicant's educational quali- 
fications. He should state his maximum 
academic education, whether college 
graduation, high-school graduation, or 
merely common school work, and it is 
usually desirable to give the name o 
the institution. Care should be taken 
to include also a statement of vocational 
or technical education, such as that 
acquired in a business school, a school 
of accountancy, or a law school. : 

The employment record should then” 
be given in concise form, the name of 
each employer being shown, and the 
period of service with each. It is often 
desirable to include a statement of the 
income received in the various posi- 
tions, in order that vocational progres- 
sion may be shown. : 


Be Specific and Brief 


Many an applicant makes the mistake 
of making a record of this kind too full. 
Every now and again a sales manager, 
or an advertising man, or an engineer, 
who is seeking high-salaried employ- 
ment, makes the mistake of writing a 
small book on the subject of his own 
vocational experiences’ and abilities. 
Generally speaking, this method is a 
mistake. The business man is likely 
to think that a successful man does not 
need to bolster his application with so 
much verbiage. 


Personal Interview Most Productive 
In any event, the employment will 


almost certainly be made on the basis 
of a personal interview, and the voca- 
tional record should be so succinctly 
stated that the essential facts can be 
readily grasped without undue effort 
on the part of the prospective employer, 
who will probably be looking over 
scores of applications in order to deter- 
mine from the lot the men whom he will 
personally interview. 


usiness Men Averse to Publicists 


In a letter from an applicant which I 
ive just seen, he states ‘‘I have com- 
led a comprehensive binder which I 
sl sure tells my story.’’ Now the 
eparation and use of a ‘‘comprehen- 
ye binder,”’ in which a long vocational 
sry is told, is exactly the thing that 
applicant should not do, for the 
ison that it is likely to create an 
favorable impression on the hard- 
aded business man. Such a binder 
ll make the business man think that 
> applicant is a professional job- 
ater, and he can not help wondering 
w it happens that such a man is 
ulable for a position. The unpardon- 
€ error is sometimes made of having 
h a vocational story printed, or 
Itigraphed, or reproduced by car- 
is. A vocational record in this form 
§ the business man in direct language 
t the prospective employee is con- 
ting a campaign for a job—a very 
avorable impression that can easily 
avoided. 
‘ogether with the vocational record, 
tences may be given, and copies of 
tten recommendations may be sub- 
ted. A good many people make a 
ticular point of collecting letters of 
tncation of various kinds, cop- 
of which are submitted with their 
lication. Even this practice can 
ly be carried too far, Pa it is usually 
er to name a few responsible people, 
icularly former employers, to whom 
liries can be made direct by letter 
zlephone. 


Vocational History Best 
Recommendation 


ae business man is fully aware of 
fact that a formal letter of recom- 
dation, often general in terms and 
twhat restricted and qualified, can 
Uy be obtained by an employee, 
though he has not been entirely 
‘actory in hisemployment. Usually, 
jusiness man has given such letters 
elf because he has not wanted to 
_in the way of a former employee 
ning another position. 

e business man is much more favor- 
impressed when he is given oppor- 
y to make his own investigation 
‘tet or telephone. He is impressed 
orably if the references seem to be 
y personal or social friends of the 
2ant—men and women who would 
atily have little opportunity to 
of the applicant’s desirability 
employee. The vocational record 
Srespect, therefore, should usually 
lited to the giving of the names of 
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Pace Alumnus is Graduated 
in Medicine 

NNOUNCEMENT has been re- 

cetved of the graduation of 
Frederick W. Birkman from the De- 
partment of Medicine, University of 
Texas, on the 31st day of May, last. 
Doctor Birkman was a student in the 
day-school division of Pace Institute 
. immediately after the close of the 
war. He had been partly incapaci- 
tated with respect to his hearing by 
service in the Great War and took up 
the study of accountancy with the idea 
of entering practice. He was gradu- 
ated from the Institute in October, 
1921, after making a most excellent 
record as a student, and he later be- 
came a member of the staff of Pace & 
Pace. His original intent had been 
to study medicine, and after being 
graduated at the Institute he con- 
cluded he would go ahead with his 
original plans. His graduation in 
medicine is evidence of his tenacity 
of purpose as well as his ability as a 
Student. 

We may vest assured that Doctor 
Birkman—unlike some of his co- 
practitioners, who are more able in 
diagnosing human ailments than they 
are im detecting lesions in financial 
offerings—will not turn over at the 
behest of stock promoters his profes- 
stonal fees for sections of clear-blue 
sky. So much we may reasonably 
predict for a Pace Institute man who 
elects to do post-graduate work by 
the study of medicine in a great 
university. 


a few persons who are in position to 
give specific information with regard 
to the applicant’s work abilities and 
habits, and who can be approached 
directly by the prospective employer. 


Professional Job-Hunter 
Not Wanted 


It may be stated by the applicant that 
various letters of commendation are 
available for submission in the event 
they are desired. Here again care should 
be taken to avoid creating the impres- 
sion that the applicant is a professional 
job hunter who has taken great care to 
build up a complete record of his own 
accomplishments and abilities. It 
should be remembered that the success- 
ful man does not usually have frequent 
occasion to change positions and to 
collect a file of letters in which his 
abilities and habits are extolled. 


nS 


_ When the essential facts of the voca- 
tional history and the means of verify- 
ing them are recorded in the placement 
agency and are made available to the 
Prospective employer, or when such 
facts are given as an incident to an 
advertisement, the most the applicant 
can hope for is a personal interview. 
Even though a full letter of application 
is written, and even though the pros- 
pective employer is willing to consider 
a rather full vocational record, the 
actual employment is almost invariably 
based on a personal interview. There- 
fore, the applicant must atrange to be 
available promptly for an interview 
when the time comes. If he isn’t avail- 
able some other person is, and the per- 
son who is not interviewed is not 
employed. 


Avoid Too Much ‘Selling’ 


When the interview is obtained, let 
the employer do a good deal of the 
talking, particularly in the first part of 
the interview. Size him up, find out 
what he wants, and do not at any stage 
do too much ‘‘selling.”” When you 
obtain in this way all the information 
you can, and after you have determined 
what facts will appeal most to him, go 
ahead with the presentation of your 
abilities. Strive to create the most 
favorable general impression. Above 
all, do not give evidence of a few voca- 
tional sins that are rarely excused by a 
prospective employer—over-talkative- 
ness, big-headedness, carelessness in 
personal appearances, lack of tact, and 
the like. These matters of ersonality, 
in an important job, count ne as much 
as technical ability. 


Don't Become Discouraged 


Do not become discouraged because 
you do not obtain the first position 
you consider. There are two sides to 
the matter—it is always possible that a 
position, upon close inspection, is not 
really suited to your needs, and it is 
important to both parties that a right 
selection be made. You should expect 
to work on an important matter of this 
kind for some time. 

Visit frequently the agency with 
which your application is placed—it is 
easier to overlook an application in a 
file than it is to overlook an individual 
in person. No one is quite so much 
interested in your application—not even 
a good agency—as you are. It is wise, 
therefore, to keep up such pressure as 
you can in order to obtain the inter- 
views which are a necessary prerequisite 
to employment. 


14 


W hat Is Business English? 


By Harvey M. 


) f OUR high-school principal may 


ask you, ‘Wherein is Business 

English different from other 
English?’ Your teacher in English may 
ask you, ‘Does Business English differ 
from the English you studied as rhetoric 
and composition?’ Your workaday 
friend may ask you, ‘What is the differ- 
ence between every day English and 
Business English?’’ You may, in fact, 
ask yourself, “‘Just what are the essen- 
tials of Business English?’’ This last 
question is the one that will claim our 
attention in this article. 


Business English Distinguished 
From Other Kinds 


At the ou set, however, you, my 
readers, and I can reach a common 
understanding of the term ‘Business 
English’ by knowing, first, what it is 
not. It is not the ‘‘other English”’ in the 
mind of the high-school principal. He 
is thinking of the English of literature, 
both in content and in technique. Busi- 
ness English is not concerned with 
“literary English.’ Again, it is not 
rhetoric and composition. Resultful 
writing of this kind purposes to nar- 
rate, describe, explain, or argue fot the 
sake of establishing a point of view 
already held by the writer. Business 
English, on the other hand, purposes to 
establish a point of view to be held in 
the mind of the reader—a point of view 
that will react favorably to the writer's 
will in some business matter. Because 
of its application of business psychol- 
ogy, Business English distinguishes it- 
self from all other classifications of 
English. Business English uses every 
day language—our workaday friend can 
be told that Business English is every- 
day English used effectively to establish 
favorable impressions among men hav- 
ing written business relations. 


Essentials 


Now, to our special question. What 
are the essentials of Business English? 
The first essential is a forceful style; 
the second is an effective presentation of 
appeal to various classes of people. 
Let us discuss these two essentials. 

Is your style forceful? For the answer, 
look to your paragraph structute, your 
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sentence structure, and your word and 
phrase usage. 


Paragraphing Important 
While there are no hard and fast rules 
for the paragraphing of business letters, 
as a general rule the paragraphs are 
shorter than those in almost any other 
kind of writing. This is because the 
reader can grasp the content of a fairly 
short paragraph more readily than he 
can that of a long paragraph. It is 
important that each main thought in 
the letter should be expressed in a 
separate paragraph. 
Examine the following paragraph: 
Your offer of May 16th is too low 
for us to consider. The Consolidated 
Products Company will make us a 
better offer, and we will, of course, 
do business with them. You have 
evidently not taken into full account 
the value of the good-will of our 
firm. The Consolidated Products 
Company consider our good-will a 
very valuable asset. Unless, there- 
fore, you wish to make us another 
offer, we cannot do business with you. 
The foregoing paragraph contains two 
distinct thoughts: one, the poor offer 
of one firm; and, the other, the better 
offer of another firm. The two thoughts 
should be expressed in two related 
paragraphs. Do you write short, choppy 
paragraphs; long, disjointed para- 
graphs; or no paragraphs at all? 


Sentence Structure 


As to sentence structure, not every- 
one knows how to form correct, clear, 
anid forceful sentences. Can you point 
out the errors in the following sen- 
tences? 

The oldest of the two isn’t hardly 
more than nine. 

Neither I nor anybody else in the 
office have been told. 

The secretary is not a man whom 
any one would think would be fond of 
tennis. 

If I had have thought of what I were 
doing, I should act different. 

No one but the invited guests were 
allowed to enter the house. 

I expected to have met him yesterday. 

They laughed at who the people 
took Henry to be. 

The office manager can see New 
Jersey looking out of his window. 
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Two plans have been — 
first, to give up the mail-order de 


The Proper Word in the 
Proper Place 5 


‘To choose ‘‘proper words in prope 
places’’ is the guiding rule of a writer 
equipment. Many people confuse word 
similar in sound or spelling; such a 
“‘person’’ with ‘‘party,”’ “‘learn'’ wit 
“teach,” ‘fix’ with ‘‘repair,’” “loan 


with ‘‘lend,’’ ‘‘allusion’’ with * 
sion,” ‘“‘purpose’’ with 
‘observation’ with 


‘ability’? with “‘capacity,” ~ 
with ‘‘remainder,’’ and so on. To k 
alert to the exact meaning of wor 
and to observe their finer shades 
meaning will give you an interest 
the use of synonyms—words express 
variation of the same fundame 
thought—and in the use of idio 
desirable expressions peculiar to 
English language. 

To sum up, a forcefu. style in Busi 
English depends upon the painst 
use of words, upon well-constru 
sentences, and upon clear, unified p 
graphs. In general, avoid long wo 
preter specific words to general wore 
avoid slang; seldom use worn-out ¢ 
pressions; and always arrange 
words and phrases in such a way as 
secure clearness and emphasis in t 
expression of the thought. 


The Appeal 


The second essential in Busine 
English is the effective presentat 
the appeal to various classes of peof 
What is meant by “‘the appeal?” 
all agree that a business letter takes 
place of a business conversation. Ne 
our conversations are always go 
by the known interests of the pe 
with whom we talk. I know 
insurance salesman who is careful ¢ 
to dress in accordance with the kno 
interests of his prospects. When talki 
to farmers, he wears an inconspicu 
suit—the plainest of plain—and ay 
the ‘faintest suggestion of “‘dude 
the farmer; when talking to professi0 
men, he wears a frock coat and m 
merely conventional appearance 
talking to business men, he we 
usual sack suit of general acce 
to all business men. This prince 
known interests suggests the impor 
of using a classification of appeal. I 
desirable, therefore, that you hay 
sound psychological knowledge 0 
various classes of people to whom 
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, to write. The banker lives his 
life, the farmer his, the physician his, 
the wage-earner his, the minister his, 
the civil engineer his, and so on. You 
can observe this principle of the class 
idea by doing two things: 

First, if you are writing to 
members of any class—a_phys- 
ician for example—imagine some 
particular physician whom you 
know well, and direct the letter 
to him. 

Second, come into personal con- 
tact with as many classes of reput- 
able people as you can, and learn 
to know the conditions and prob- 
lems that shape their experiences. 

The appeal, therefore, is a matter of 
psychology, while the effective presen- 
tation of the appeal is a matter of 
writing-technique. 


The “You Point of View’’ 


_ The sales letter serves best to illus- 
trate the effective presentation of ap- 
peal. Many business letters fail to be 
effective because a wrong view-point 
is used. The view-point, of course, 
varies with the wide range of business 
letters. The most common kinds are 
sales letters, collection letters, com- 
plaint letters, letters replying to com- 
plaints, letters answering inquiries, 
professional or semi-business letters, 
and letters ordering goods, giving in- 
structions, and covering routine mat- 
ters. The principle to be followed is 


_ this: In sales letters especially, use the 


sion-giving 
thought cannot be given to its force. 


“you point of view."’ If you wish to 
interest others in what you have to 
sell, you must picture in your mind the 
kind of person to whom you are writing 
—his business experience or his pro- 
fession, his distinctive characteristics, 
his education, and his environment in so 
far as you know these facts or can 
imagine them. In short, try to put 
yourself in the reader’s place; and ask 
yourself, not what interests you, but 
what would interest your reader. In 
salesmanship and in sales letters this is 
known as the “‘you point of view.”’ 

If you write from the ‘‘you point of 
view,’ your letters will most likely be 
read carefully from beginning to end, 
especially if you use two additional 
methods of securing a good impression 


_—a strong opening sentence, and a 


strong closing sentence. 


Avoid ‘‘Worn-out Expressions’ 


The opening sentence is the impres- 
sentence. Too much 


It must arouse interest by being short, 
pointed, and naturally worded. Your 


reader is not attracted by worn-out 
Opening expressions and types of sen- 
tences that are relics of the ages past 
when business men copied legal phrases. 
You can no longer, ‘Beg to say, in 
reply to your esteemed favor’’; or, 
“In reply to yours of even date, we 
would state’’; or, “Your valued in- 
quiry has come to hand.’ Begin your 
letter, rather, somewhat as you would a 
conversation. Imagine that you are 
sitting beside the prospect to whom you 
are writing, and begin as if you were 
going to talk to him. Recently I re- 
ceived an automobile sales letter that 
began with this chatty question, ‘‘Do 
you know of anyone who would be so 
foolish as to buy a parlor-car ticket and 
then take a day coach?”’ Another letter, 
almost routine in its nature, began 
“Just so that you may have a record for 
your files, we are confirming the expira- 
tion dates of our present contract.’’ 
Another letter from a banking firm 
caught my interest with this beginning 
sentence, ‘The present: situation in 
Great Britain will probably stimulate 
in all parts of the world a demand for 
American products.”’ These are good 
examples of naturally worded sentences 
that arouse interest. 


Suggest Action 


The closing sentence of the letter is 
no less important than the opening sen- 
tence. A strong close molds the good 
impression into the action desired by 
the writer. Use your last sentence to 
persuade your reader to act immediately. 
If he does not do this, the strength of 
your suggestion, at any rate, will re- 
main in his mind and may influence 
your reader to act later, even after he 


ye 


has forgotten the details of your letter. 

The great principle to remember is to 

close the letter with a strong sentence. 

Participial phrases like, “‘Hoping to 

receive your valued order,’’ ‘“Thanking 

you in advance,”’ and the like, as well 

as the worn out close of, “We beg to 

remain,’ do not leave an impression of 
any kind. To leave an impression, end 

with a short, crisp, and simply worded 

sentence. A sales letter may well end 

with, ‘‘Your order will receive our im- 

mediate attention’; or, ‘“These goods 

will be shipped immediately upon re- 
ceipt of your order’’; or, *‘Our sales- 
nian? Mirch eee , will call upon you 

early next week’’; or “‘Do not let this 
opportunity slip by. Write us at once, 

or if you prefer, telephone us at Cort- 
landt ’’ The specific business in 
hand will of course determine the fitness 
and the forcefulness of the ending. At 
all events do not fear to suggest some 
kind of decided action. Finally, when 
you are through writing, stop. Your 
letter, worked out on the principle of, 
an interesting opening sentence and a 
strong closing sentence, closed with a 

simple ‘‘Yours truly,’’ ‘‘Yours very 
truly,’ or ‘“‘Very truly yours,’’ and 

signed with your name, will always 

leave a good impression on the mind 

of your reader. 

By thus explaining in detail the two 
great essentials in Business English— 
a forceful style and an effective presenta- 
tion of the appeal to various classes of 
people; and by distinguishing Business 
English from other classifications of 
English because of its application of 
business psychology, this article has 
purposed to answer the question, “‘What 
is Business English?”’ 
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Legislation for the Accountancy 
Professzon 


(Continued from page 5) 


To sum up, the specific advantage 
arising out of the enactment of C. P. A. 
laws has been to encourage students and 
young practitioners to apply for the 
title and in order to meet the require- 
ments imposed the applicants have 
gained much useful knowledge. Even 
though the possession of a C. P. A. 
certificate has helped them but little in 
a professional way, it must be a daily 
satisfaction to know that one’s mind is 
keener, one’s. mental perceptions are 
more acute, and that culture in its 
broadest sense is brought nearer to one’s 
possibilities. 

In the Argentine Republic the profession 
was legally recognized as long ago as 
1836, when it was decreed that appli- 
cants were to be twenty-five years old, 
citizens of Argentine, of good moral 
character, to be examined by the Appeal 
Court as to knowledge of law and to be 
examined in arithmetic and accounting 
by such persons as the government 
should designate. The number of recog- 
nized public accountants was fixed at 
eight. In 1863 the limitation in number 
was abolished and the _ profession 
thrown open to all who should qualify. 
In 1870 it was found that notaries and 
solicitors were encroaching on the ac- 
countant’s domain. 

Thereafter, the restrictive advantages 
seem to have been lost. In 1892 the 
College of Accountants was founded; 
and in 1897 the profession was thrown 
open to foreigners, examinations were 
established, and the profession regained 
its prestige. 

The Bankruptcy Act of 1903 pro- 
vided that in every application a public 
accountant be appointed from a list 
drawn up at the beginning of each year, 
with compensation fixed at a rate 
highly remunerative to those fortunate 
enough to secure the estates with large 
gross assets. 

In Australia a restrictive bill was 
drafted in 1922 and was debated by the 
several societies until 1924. It should 
be consulted by those Meats similar 
bills. It does not seem to have been 
enacted into law. 

Austria. I have been informed that in 
Austria there are no public accountants, 
but that “‘preliminary negotiations are 
to be initiated looking toward the estab- 
lishment on a legal basis of a profession 


whose membership would be regulated 
in a manner similar to the chartered ac- 
countants in England.’ The experi- 
ment is worth watching in view of the 
stated lack of accountants who would 
be subject to regulation. 

Belgium. There ate two accountants’ 
societies in Belgium. The combined 
efforts of these two organizations have 
resulted in the enactment of a national 
law requiring every !imited stock com- 
pany to have in its employ at least one 
expert accountant. These societies, 
furthermore, are endeavoring to require 
every person to pass an examination 
before taking up the duties of an ac- 
countant, but the Government does not 
officially recognize these examinations 
in any way. 

In British India the auditors of joint 
stock companies must be chartered or 
incorporated accountants of the United 
Kingdom or the holders of unrestricted 
auditors’ certificates granted by the 
government (1915). 

In China one may become a certified 
accountant under government appoint- 
ment and supervision if he possesses 
certain qualifications not very onerous, 
since they are not technical in the pro- 
fessional sense. 

Denmark for many years has required 
the keeping of accurate accounts and 
provides heavy penalties for infrac- 
tions. In 1909 a law was passed for the 
appointment of authorized auditors. 
The preliminary examination is compre- 
hensive; the requirements are about the 
best I have found. The law as a whole 
seems to be ideal. I trust that some 
delegate from Denmark is present who 
can tell us something about the adminis- 
tration of the law. 

In France laws regarding public ac- 
countants are rather fragmentary, and 
for the most part are laws which apply 
to all persons or firms engaged in public 
professions. 

There is a movement instituted by the 
French Chambers of Commerce and 
other semi-public trade organizations 
to improve the legal’ status of public 
accountants, giving them very much the 
same character as the so-called ‘‘char- 
tered accountants’’ in England and 
‘certified public accountants’’ in the 
United States. One of the purposes 
which would be served by licensed or 
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sworn public accountants would be the 
verification of the price of goods sub- 


ject to ad valorem rates of duty, such as 
many kinds of French goods shipped to 


America. 

The need of creating a profession in 
France similar to that in other countries 
is very keenly felt, according to a former 
minister of commerce who recently ad- 
dressed the Foreign Commerce .Coun- 
cillors of France on the subject. It is 
quite possible that these suggestions 
may be embodied in legislation in the 
near future. 

In Great Britain there ate two soci- 
eties which hold charters granted by 
Parliament, but these charters are not 
of the nature of legislation affecting 
the profession, since the charters grant 
no privileges and impose no duties upon 
accountants as such. The rights or 
privileges and the duties, if any, run 
only to the respective societies. 
Great Britain, therefore, no otic 


recognition is given to public account- — 


ants, 

In England, in 1893, a bill was intro- 
duced into the House of Commons.to 
restrain all persons from practicing who 
were not registered as chartered ac- 
countants. The effort was unsuccessful. 
In 1895 and 1896 smaller unsuccessful 
efforts were made. 
was proposed to 
bill, a majority of the Institute decided 
against it. 

After a quarter century of experience, 


a period which embraced financial and — 


industrial activity unparalleled in the 
history of the world, as well as a world 
war during which many of its most 
important problems were solved by 


members of our profession, we find this — 


situation in England: 


The question of registration for the — 
profession which has for so long agi- — 
tated the various accountancy bodies, © 


can be considered as *‘on the shelf”’ 
for the time; at aay fate 
annual meeting of the Institute on May 


6th, 1925, the Presidente Mie) To 7 


Mellors, announced that after the 


most careful deliberation during the — 
past year, the Council has decided not — 
to proceed, either by itself on behalf — 
of the Institute, or in association with — 


other bodies, in the promotion of a 
Bill for registration. The Council 


does not consider that registration — 
would be to public advantage, as it — 
would raise the status of a very large © 
number of persons who describe them- — 
selves as accountants but are not mem- ~ 


In @ 


In 1897, when it ~ 
roceed with another — 


At the © 


é 


Ne ee he ete 


Se a hg eS ee ee ee a 


bers of the Scotch and Irish Societies — 


of Chartered Accountants, or of the — 
Society of Incorporated Accountants. — 


% 
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The President said that the Council 
had come regretfully to the con- 
clusion that at the present time 
registration was not a policy which 
could be made effective. Sir Charles 
Wilson, F. S. A. A., in the subsequent 
discussion, said that every avenue 
had been explored with a view to 
atriving at an understanding between 
the various bodies concerned, but that 
there are such divergencies of opinion 
that there can be no agreement. With- 
- out agreement the carrying through 
of a Bill would be impossible. *‘Per- 
sonally,’’ said Sir Charles, ‘‘I do not 
regret the disappearance of registra- 
tion at all. The business side of 
accountancy would be no stronger 
with it . I part with it without 
the slightest regret.’’ (Crew's ‘The 
Profession of Accountancy.’’) 


In Scotland, in 1895, a bill was pre- 
a and had strong backing, but it 

id not satisfy all parties, and after 
being introduced into two sessions of 
Parliament was not proceeded with. 


In Italy, many years ago, a bill was 
prepared restricting public practice to 
those who were registered members of 
a College of Accountants, of which one 
was to be instituted in every province. 


In Japan, steps have been taken for 
the recognition of the profession. A 
society was incorporated in 1921. Be- 
tween 1914 and 1921 bills to regulate 
the profession were introduced five 
times but were not enacted into law. 


In the Netherlands no laws or regu- 
lations exist regarding accountancy. 


In New Zealand a year or two ago an 
accountant who untruthfully held him- 
self out to be a member of the New 
Zealand Society of Accountants was 
successfully prosecuted, but there is no 
law to prevent anyone holding himself 
out as. a public accountant. Certain 
audits in that country are open only to 
members of the Society. Unsuccessful 
attempts have been made to secure 
restrictive legislation. 


In Norway, in 1910, professional ac- 
countants were divided into two classes, 
“authorized’’ and ‘‘expert,’’ the last 
named being PaeGat of a special 
knowledge with regard to some partic- 
ular industry. Under their Companies 
Act in 1910, every company must have 
its accounts audited by a special auditor, 
who apparently did not have to be 
“authorized”’ or ‘‘expert’’. An account- 
ancy bill was ranted in the Nor- 
avs in 1925, which may 
have reformed this error. 

_ The Government is at present prepar- 
ng a bill, with a view to giving public 


accountants a legal status before the 
courts and authorities in Poland. 

In Queensland it is stated (1924) that 
the tendency in recent legislation is to 
lower the standard of auditors of cer- 
tain companies whose accounts must be 
audited by ‘‘certificated’’ accountants. 

Curiously enough, the most extensive 
body of literature which I found regard- 
ing restrictive legislation comes from 
Roumania. 

In 1921 there was organized a Corps 
of Authorized or Expert Accountants 
invested with legal powers. Certain 
accounting work of charitable insti- 
tutions, enterprises having a capital of 
more than a stated amount “‘and having 
recourse to credit transactions,’’ bank- 
ruptcy estates, etc., can only be exer- 
cised by the members of the Corps. 

The definition of an accountant is 
this: 

“By ‘Accountant’ is meant an indi- 
vidual who registers commercial opera- 
tions according to the principles of 
Accountancy. . Waee™ 


* Published in the 
of July 15, 1921. 


Moniteur Officiel,’’ No. 80, 


To be enrolled in the Corps, the fol- 
lowing conditions must be fulfilled:— 

(a) The candidate must possess a 
degree from one of the Academies 
for higher commercial studies in 
the Kingdom or in a foreign 
country, or else from a higher 
School of Commerce or School 
of Commerce (senior course). 

(b) The candidate must enjoy his 
civic rights. 

(c) The candidate must not have ‘n- 
curred any sentence of an infa- 
mous nature.” 


A distinction is drawn between ‘‘au- 
thorized’’and ‘‘expert’’ accountants. 

‘Professors of Accountancy, hav- 
ing successfully passed through their 
examination, become ‘Expert Ac- 
countants, 7pso facto. 

“Persons who possess academic 
degrees may be qualified ‘Expert 
Accountants’ after two years’ enroll- 
ment in the Corps provided they have 
practiced in an undertaking whose 
Operations are properly recorded 
according to the rules of Account- 
ancy.”’ 

I can find no record of accountancy 
legislation in Spain. In 1924 a society 
of accountants was organized in Barce- 
lona. 

In Sweden the profession is recognized 
by the Chamber of Commerce, a semi- 
official institution which appoints ‘‘au- 
thorized’’ accountants who enjoy the 
confidence of the public; but they have 
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no monopoly of professional account- 
ing. 

The first law regulating the profession 
in the British dominions was passed in 
the Transvaal in 1904. The law incor- 
porated the Transvaal Society of Ac- 
countants and provided that it 


“keep a register of public accountants, 
and no one who is not registered as 
such ‘shall describe himself or hold 
himself out as an accountant, or as 
a public accountant, or as an audi- 
tors) Ofsuse’ any title’, letters eter 
indicating that he is so, under a pen- 
alty not exceeding £100 or three 
months’ imprisonment, but a person 
employed exclusively at a salary 
on accounts may describe himself as 
an accountant in relation to his em- 
plovment. The persons entitled to 
be placed forthwith on the register of 
the Transvaal Branch of the Society 
of Accountants and Auditors, or of 
any of the five Chartered Societies of 
the United Kingdom, or of the Society 
of Accountants and Auditors, Eng- 
land, or who are practicing as public 
accountants in the Transvaal at the 
date of the passing of the Ordinance, 
or who make written application and 
are considered by the Provisional 
Council constituted under the Ordi- 
nance fit persons to be registered “by 
virtue of their position and past ex- 
perience.” After thevexpity janisis 
months no one shall be registered un- 
less he is resident in the Transvaal and 
is a member of a Society or Institute of 
Accountants whose membership is de- 
clared to be sufficient by the by-laws 
of the newly-constituted Society for 
the time being in force, or has passed 
the examinations prescribed by the 
by-laws, and has had such practical 
experience as is required by them. 
The following are declared to be 
offences for which a registered ac- 
countant may have his name removed 
from the register by the Supreme 
Court, or be suspended from practice: 

“Allowing an unregistered person 
who is not in partnership with him- 
self to practice in his name as a public 
accountant. 

“Sharing profits with any one not a 
partner or accepting commission from 
solicitors, auctioneers, etc. 

“Certifying statements representing 
accountancy work which was not 
carried on under his personal super- 
vision or direction. 

“Allowing commission to any one 
for bringing him work. 

“Improperly attempting to obtain 
work. 
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‘Performing work in connection 
with disputes on condition of pay- 
ment only in the event of a favorable 
result. 
“Dishonorable professional con- 

duct. 

‘“Wilful breach or neglect of the by- 
laws of the Society. 

“Any acts or. practices similar to 
the foregoing.’’ 

Turkey. In Turkey there are no ac- 
countancy laws nor societies of public 
accountants. 

I would repeat that the foregoing 
summary is not intended to be complete. 
We are, however, able to draw some 
accurate conclusions from the world- 
wide attempts to secure restrictive legis- 
lation. 

It is apparent that the demands for 
recognition arise from the profession 
tather than. from sthe public.” Itvis 
possible that a charge of self-interest 
may be imputed to our efforts and that 
if true the many failures are due in 
part to the absence of a genuine public 
demand. 


Confidence of Client and Fellow 


Practitioners Best Asset 


The most precious possessions of a 
professional man are the personal con- 
fidence of his clients and the personal 
esteem of his fellow practitioners. 
Neither one seems to have been affected 
in the slightest degree by legislation. 
Moreover, it would seem that in the 
countries where they have the least 
legislation, the prestige of the profes- 
sion is higher than in the countries 
where legislation has been relied upon 
to improve the position of the ac- 
countant. 

It is probable that the unfortunate 
tendency towards a multiplication of 
societies, in more than one country, 
has unfavorably influenced legislators 
who have been asked to extend special 
privileges to the profession. After com- 
menting on this subject, Mr. Richard 
Brown goes on to say: 


oe so far as Great Britain is con- 
cerned accountants will do well in 
the meantime not to place much re- 
l1ance on the State coming to their 
help. It is contrary to the traditions 
of British legislation to interfere with 
the natural development of any call- 
ing or industry. Most of the other 
professions have grown up without 
the aid of a foster-mother, and al- 
though in the particular cases of law 
and medicine Acts of Parliament have 
been passed in comparatively recent 
times for their regulation, it may be 


questioned whether the results have 
been as beneficial as was anticipated. 
An examination of the Amending 
Acts upon the Law Agents (Scotland) 
Act of 1873 will show how difficult 
it is to reach finality in such a matter. 
In establishing the systems of regis- 
tration which are the chief features 
of legislation of this kind precisely 
the same difficulties are met with as 
in the formation of societies, and in 
a more aggravated form. Unless every 
one is allowed on the register at the 
outset the bill is not permitted to 
pass. If every one is registered the 
profession is given a set-back from 
which it cannot possibly recover for 
many years. 

“What the socicties and the individ- 
uals comprising them may with more 
profit address themselves to is to 
maintain the strictest code of pro- 
fessional morality, to aspire to the 
highest standard of professional skill, 
and to cultivate the broadest spirit of 
professional brotherliness. These 
things are not achieved by Act of 
Parliament, or even greatly assisted 
thereby.’ 

More than twenty years have elapsed 
since the foregoing was written, but 
who can suggest any change? Of course, 
if there are no untoward difficulties in 
the way and effective legislation can be 
secured, no one would think of advising 
against it. But I must address myself 
to the status quo, which is that in the 
countries of the greatest wealth, where 
the majority of the professional account- 
ants of the world are in practice, effective 
restrictive legislation is not in sight. 


Public Sets Standard 


I am inclined to believe,that we are 
now recognized as individuals who re- 
quire no legal protection. The public is 
content to choose those whom it deems 
to be qualified. It frequently has been 
offered the choice between the chartered 
and the unchartered, the certified and 
the uncertified, the authorized and the 
unauthorized; and to our amazement 
and chagrin we find the public cheer- 
fully selecting the ‘‘outs’’ in much of 
the most important professional work. 
The public may be said to have its own 
standard, which is conclusive. “‘Is this 
public accountant qualified and trust- 
worthy?’ If so, who cares about his 
title? 

Offhand, it might seem that if the 
profession is recognized legally, it 
would be easy to provide for compulsory 
certification of annual balance sheets or 
prospectuses issued in connection with 
the issuance of securities. But this does 
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not appear to be true. In the United — 
States we have had the C. P. A. form 
thirty years. During that period in-_ 
vestors have needed the protection of © 
certified balance sheets, yet practically — 
no progress has been made in com- | 
pulsory certification. 


Geographical Limits Different 


in Accountancy 


States largely ignores a fundamental. 
difference between accountancy and 
other professions; viz., the existence of _ 
and necessity for large integrated organ- : 
izations composed of many practitioners — 
with offices in two or more states. These — 
organizations have developed solely be- 
cause of the simultaneous growth of 
what is known as “‘big business.”’ In 
the United States there are many large 
corporations whose activities cover the — 
entire. country; some of them have 
branches or affiliated corporations doing — 
business in twenty or thirty different 
states. Consolidations and mergers of © 
corporations doing business in various — 
states ate going on all the time. The © 
profession would have failed in one of — 
its most important functions if it had 
not kept pace with the expansion of — 
integrated corporate enterprises, and 
had not built up co-ordinated staffs of — 
accountants competent to undertake at 
one time accounting engagements in. 
twenty or more states. The individual 
practitioner or the firm with an office 
or offices in one state could hardly cope © 
with this situation. As a consequence, 
there are today many firms with offices” 
all over the country who are equipped — 
to undertake on a day’s notice engage- | 
ments of the greatest magnitude and i 
complete the work within time limits, © 
which necessarily must be short. The 
proponents of C. P. A. legislation and 
restrictive legislation have not attached 
sufficient importance to the influence of 
this factor. In some states the problem 
has been ignored and as a result the 
practitioners who have the largest, the 
most important, and the most lucrative © 
practices are not certified nor registered 
in the states in which they practice. ~ 


In 1924 there was passed in the State — 
of Maryland what a member of its Board 
of Examiners has modestly called the 
first truly regulatory Public Accountant 
Law to be enacted in the United States. 
Maryland is one of the six states which 
had restrictive legislation on January 1, 
1926. But these laws are far from uni- 
form and most, if not all, disregard the 
rights of the citizens of other states. 
Furthermore, all of them may fall with- 


uly, 1926 


| the inhibitions of our federal con- 
itution and thus be ineffectual. It is 
actically impossible to procure the 
lactment of a uniform law on any sub- 
ct in all of our states. It has not been 
yssible in laws regulating law and 
edicine. It would be much more diffi- 
iit in the case of accountancy. 


Whether or not legislation for the 
ofession is desirable or practicable, 
e are all agreed that examinations of 
me kind are necessary before the 
yunger aspirants to the profession are 
Imitted to its ranks. We find that some 
Cieties require applicants to take ex- 
ninations and some do not. So far as 
known, all laws which grant recog- 
tion to accountants provide for exam- 
ations. It is, however, customary in 
th cases to admit certain well-known 
tsons without examination, and at 
mes the doors are opened wide to 
any whose professional qualifications 
e at least doubtful. The exceptions 
e usually made at the inception of a 
w or on the organization of a society, 
d in the long run have been necessary 
ym the standpoint of expediency if not 
ym the standpoint of professional 
undards. It goes without saying that 
ch exception tends to weaken the 
undations of the profession in its 
unding among qualified members and 
30 in the estimation of the public. 
We do not need any legislation to 
ove the need of, or provide the machin- 
y for, examinations. On the contrary, 
is far easier to set up high and equit- 
le tests by means of private endeavor 
d supervision than through public 
rhich means political) means. Further- 
dre, public control inevitably means 
thnical and arbitrary standards as 
mpared with elastic and reasonable 
les which need not conform to statute 
N. 

Nothing adds so much to the strength, 
wnity, and status of a profession as the 
ict enforcement of rigid rules of ad- 
ssion. If members are to be admitted 
thout examination long after the early 
2d for their being lax has passed, if 
rules have been relaxed from reasons 
expediency and are not soon there- 
er strictly enforced, most of the value 
examinations is lost, and the profes- 
in suffers accordingly. 

The foregoing may or may not be an 
fument for legislative sanction. In 
ne Cases examinations prescribed by 
Vv are insisted upon without excep- 
n. In other cases statutory examina- 
ms are a farce. In the case of societies 
> Situation is precisely the same. 
.am inclined to believe that on the 
tole, where there is only one society 


in a community and it 1s recognized by 
the profession, its standards for exam- 
inations will be higher than those im- 
posed by law. Where there is competi- 
tion, standards are apt to decline. 
When a society can be recognized as 
in control of the ethical and profes- 
sional standards of the profession as a 
whole, it is quite feasible that recogni- 
tion should take a practical and useful 
form, such as requiring that the accounts 
of all public and statutory companies be 
certified by the members of the society. 
In this way the members retain control of 
their own profession, no independence 
is yielded, and there is no bureaucratic 
control, regulation, or supervision. 


Advantages of Compulsory 
Registration 


The following advantages of com- 
pulsory registration have been suggest- 
ed: Compulsory registration may of it- 
self raise the standards of the profession 
in communities where the society is not 
in control, or where it has lost prestige 
or the confidence of the public. The 
doors may not be opened so wide that 
the dilution will be harmful. Simul- 
taneously with registration, new fields 
of professional service may be exploited; 
all public or quasi-public accounts may 
be subjected to the compulsory scrutiny 
of the profession. Legal recognition 
may raise the tariff or fees or com- 
pensation. 


Disadvantages of Compulsory 
Registration 


On the other hand, the following dis- 
advantages of compulsory registration 
are suggested: As part of the price of the 
enactment of restrictive laws, so many 
unqualified persons may be registered 
as to lower the standard of the entire 
profession. Due to the wider recogni- 
tion of the profession and the placing of 
all on a more common level, the fees of 
the more qualified may be lowered and 
the fees of the less qualified be increased. 
State jurisdiction, which usually results 
in bureaucratic control, rather tends to 
equality among members at the expense 
of efficiency and initiative. The profes- 
sion may lose most of its independence. 
The. professions which have had com- 


pulsory registration have appeared to 


gain little in public esteem or pecuniarily 
thereby, whereas the accounting pro- 
fession has grown rapidly in prestige 
and wealth without registration. 
Unless legislation takes the form of 
restricting practice to those who receive 
governmental licenses, 1t would seem 
that beyond the educational stimulus I 
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have referred to there are few advantages 
and many disadvantages in the granting 
of an almost meaningless title. 

After all, legislation means little else 
than the power to discipline malprac- 
titioners. This, I believe, can better be 
done by the profession acting under its 
own rules and using its own machinery 
than under state control with its in- 
evitable political influence and action. 
But for effective control and discipline, 
there can be only one society or organ- 
ization in each geographical district. 
When there.is a truly representative 
organization to which all reputable 
practitioners are eligible, which fixes 
wise standards of admission, which dis- 
ciplines without fear or favor all mem- 
bers who violate the ethics of the pro- 
fession, which promotes reforms in all 
measures that affect our welfare, and 
which in general elevates the standards 
of service, integrity, honor, and cour- 
tesy and cherishes the spirit of brother- 
hood among its members, then its 
highest ideals will have been accom- 
plished. It will cooperate with other 
organizations, but nevertheless preserve 
and develop its independent action, 
responsibility, and opportunity for pub- 
lic service. 

In any event, legislation affecting the 
professionshould bewatched and fostered 
or opposed by societies of accountants 
acting privately and accountable only 
to the members of the profession. 


Mrs. Elsze Lawson, 


Assistant Cashier 


RS. Elsie Lawson has been ap- 

pointed assistant cashier of the 
Farmers’ Loan & Trust Company. This 
is the first time in the history of this 
institution that a woman has held such 
a position, and one of the few cases in 
which a woman has held an executive 
position with a Wall Street bank. 

Mrs. Lawson has been connected with 
the Farmers’ Loan & Trust Company 
for seventeen years, having served in 
many Capacities. 

Mrs. Lawson's appointment disproves 
the idea held in some quarters that a 
banking career for a woman leads only 
to a “‘blind alley.”’ 


HENRY KAPLAN, a graduate of Pace 
Institute, has received his C.P.A. certi- 
ficate of New York. 


JOHN W. PATTEN, a former student 
of Pace Institute, has been appointed 
controller for Schieffelin & Co., Inc., 
wholesale druggists, located at 171 
William Street, New York. 


A Review of Vocational Principles — 


Suggestions as to Academic and Occupational 
Training 2» Learn to Cooperate 2» Overtime 
Study Essentzal to Success 


made of the vocational principles 
that have been discussed in this 
magazine at various times. 

Conditions with regard to general 
education can be summed up by the 
statement that two people out of a 
hundred have the advantage of a college 
education, ten people out of a hundred 
have high-school education without 
college work, and eighty-eight people 
out of a hundred have something less 
than high-school training. 


The Educated Group 


Nothing less than entry into the 
educated group—the twelve per cent. 
group of our population—assures an 
educational basis sufficient for success 
in business or in a profession. The 
time is long gone by when it is practi- 
cable for a young man or young woman 
to enter salaried employment with any 
hope for worth-while advancement un- 
less he or she possesses a high-school 
education—a knowledge of English, 
such as that required in high school, 
and the coincident mental training and 
knowledge which come from related 
studies in the natural and social sciences, 
in mathematics, and in the languages. 
Such training as this is now required 
as a matter of course in the professions 
and in many office positions. 

Admittedly, many a person by 
fortuitous circumstance, has not been 
able to complete formal high-school 
education, and finds himself with some- 
thing less in the way of general educa- 
tion than that possessed by the high- 
school graduate. A deficiency of this 
kind, fortunately, can be remedied, even 
though a person is holding a position 
that fully occupies the working day. 
The state of New York, through its 
Regents’ system, and other states as 
well, make provision for examinations 
by which, through preparation by self- 
study or by study in evening schools, 
the candidate can obtain academic 
credits. Seventy-two Regents’ counts 
in New York are considered the equiva- 
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lent of high-school education and can 
be used with the higher institutions of 
learning in this state for admission 
purposes. 

Pace Institute has been instrumental 
in helping to work out study programs, 
during the last twenty years, for 
thousands of men and women who have 
desired to remedy their educational de- 
ficienc‘es, and many of them have 
entered the twelve-per-cent. group— 
the group from which the majority of 
the leaders in the professions and in 
business are bound to come during the 
next generation. 


General Education Insufficient 


In addition to general education, a 
person needs technical or occupational 
training in order properly to perform 
the duties of a particular profession or 
occupation. The stenographer, for ex- 
ample, must have, in addition to a good 
general education, special training in 
shorthand and typing; a bookkeeper 
must have training in the theory and 
practice of double entry; the public 
accountant must acquire a knowledge 
of accounting, auditing, law, and organ- 
ization; the engineer must acquire 
engineering technique; the lawyer must 
prepare for practice by study in a pro- 
fessional school of law; and soon. We 
live in an era of specialized tasks and of 
occupational education. 

In the great majority of instances, 
occupat‘onal education can be obtained 
by evening study carried on in conjunc- 
tion with daytime duties. Evening 
courses are provided by the public 


schools, by the universities, and by. 


ptivate schools in every city in the 
country, in order to meet the vast de- 
mand for training of this kind. This 
kind of educational work is pecu'iarly 
American in its origin, and in no other 
country are there such large numbers of 
men and women engaged in overtime 
study. A great many of the important 
business organizations e‘ther conduct 
courses in schools of their own, or en- 
courage, by the payment of tuition and 
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otherwise, their employees to oe 
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the courses available in regular nig 
schools. The theory of the classroon 
is thus acquired while expec i 
being obtained in the actual affairs’ 
life—a happy and productive charact 
istic of American life. 


Overtime Study Vital 


It is a commonplace, nowadays, f 
the young man or young woman 
business to undertake courses for the 
purpose of improving his or her work 
capacity. The person who is not cari 
ing along work of this kind is not on 
losing an opportunity to increase his 
earning ability, but is losing out in 
competition in which many of his 
workers will have the advantage 
tained by occupational study. The 
in every organization a close relation 
between self-development by study « 
advancement. The most desirable 
portunities almost invariably com 
the employee who has the energy 
vision to study as well as to work. 


The Proprietorship Type of Mind 

If the employee, no matter whethe 
he is in a minor position or has been 
advanced to a position further up thi 
line of vocational ascent, can develop 
‘proprietorship’ type of mind, he 
easily capitalize on all the invest 
that he makes in evening study 
upon his experience in the job. 
proprietorship state of mind is 
attitude of mind that induces the em 
ployee to look upon his employers 
business as though it were his owf 
business, and to perform the organ 
ization task, no matter what it may 
as though it were his own persof 
task. An employee often makes 
mistake of looking upon his employet 
individual or corporation as the ca 
may be, as an antagonistic interest— 
interest from which the most possib. 
is to be taken, and to which the le 
possible is to be given. If this antage 
nistic attitude of mind develops, 1 
manifests itself in various ways 4 


almost certainly keeps its possessor back 
from advancement and ultimate owner- 
ship. The proprietorship state of mind 
can be cultivated and developed and is 
just as certain to be recognized as is the 
ability todo well a specific task. It is, of 
course, Closely associated with loyalty 
and is a prime quality of success. 


Cooperation Essential 


The capacity and willingness to co- 
Operate is another vocational virtue—a 
quality that helps an employee to make 
good in the team-work of the modern 
dusiness. In order to succeed, a person 
must work harmoniously and effectively 
with the people with whom he comes 
nm contact—both with the people inside 


us organization and with the people, 


yutside the organization with whom 
the organization comes in contact. He 
must work well with those who are 
is equal in rank; he must be, in these 
lays of industrial democracy, fairly 
icceptable to those who work under 
uis direction; and he must cooperate 
leartily with his superiors in the 
chievement of any work object which 
he organization has set for itself. 
There is no place on the baseball team 
in a business organization for a 
erson who is not willing to do his 
Hotted share of the job with good 
ature and in hearty cooperation with 
ll the other persons on the team or in 
he organization. Advancement de- 
ends always upon the opinion of other 
eople, and the person who is non- 
ooperative is not held in good repute 
y his fellows and must pay for his 
rouchiness by limitation of work, op- 
ortunity,andincome. Thecooperative 
rit is just as much a necessity for 
dvancement as is the proprietorship 
ate of mind and technical ability. 


Be Business-like 


Whenever conditions of employment 
‘e not fully satisfactory, either with 
spect to work or income, the matter 
1ould be handled between employer 
id employee on the basis of full and 
ank discussion. The employee should 
»t withhold his honest views and then 
tempt to negotiate for advancement 
r Biteccin; an ultimatum that if he 
not given the desired advancement 
> will leave. On the other hand, the 
aployer should not attempt to enforce 
scipline or to obtain work results by 
les or threats of dismissal. Periodi- 
lly, the employee and employer 
ould talk over their business relation 
id bring it to a mutually satisfactory 
Sis. 

When a vocational change must be 
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LILLIAN GREENE 


ARELY does @ student re- 

cezve the honors accorded Miss 
Lillian Greene, daughter of Samuel 
Greene, Pace graduate and auditor of 
Chubb & Son, Insurance Brokers, 
who was graduated this spring from 
the College for Women at New Bruns- 
wick, New Jersey. 


Miss Greene, who was a member of 
the “‘Philalethean Club,’ an honor- 
ary literary socicty, veceived in addi- 
tion to other coveted honors, the key 
of Phi Beta Kappa. Membership in 
this society is limited to students of 
the highest acadvmic ability. In fact, 
Miss Greene was an honor student 
throughout her entire college course. 
Active in many extra-curriculum af- 
fairs, she was a constant contr. butor 
to the “Campus News,” the college 
weekly newspaper. 


Miss Greene is a worthy successor, 
in study achievements, to her father, 
who at the age of 40, after 22 years 
bookkeeping experience, enrolled in the 
Pace Course, was graduated three years 
later, and has achieved distinction in 
management and accountancy. 


made by reason of limitation of the 
business of the organization, or com- 
mercial set-backs, or for any other 
reason, it should be made by the em- 
ployee with punctilious regard for his 
employer's interests. lf the employee 
has built up, by reason of overtime 
study, a general market value, he will 


zi 


not have great difficulty, in these days 
of classified advertising pages and effi- 
cient placement agencies, in making a 
change. If, on the other hand, he has 
moved along for years without develop- 
ing his general abilities and his worth 
consists principally of a knowledge of 
the business appehick he has long been 
a part, his problem is much more 
dificult. In any event, he should 
approach the matter in a business-like 
fashion and hold himself available for 
the best opportunity that presents 
itself. 


JOHN R. WILpMAN, 
of Haskins © Sells, 


SAYS. 
‘ PIMITED examinations as a type 

are the bane of an accountant’s 
existence. Taking the position that he 
may not refuse to serve anyone who 
seeks his services legitimately, the ac- 
countant sometimes undertakes to make 
a limited examination in which the 
work is confined to a verification of cer- 
tain items only, or only a partial verifi- 
cation of some of these items. The 
restrictions are placed upon the account- 
ant by the client, the client’s motive 
usually being to keep down the expense. 
Cases have been known where reports 
on limited examinations have been 
issued for home consumption, as it were, 
only to be used later in seeking bank or 
commercial credit or in supporting such 
lines already established. 

“Certified public accountants need 
the co-operation of credit men in elimin- 
ating engagements which call for ser- 
vice of this type. An experience or two 
of having such reports rejected as being 
of no value for credit purposes, will 
help to educate clients to the necessity 
of procuring for credit purposes general 
audit reports with unqualified certifi- 
cates under engagements in which the 
accountant is permitted to satisfy him- 
self reasonably as to the accuracy of the 
financial results, as well as transactions 
leading to such results. 

‘Finally, it seems we are forced to 
the conclusion that the art of interpreta- 
tion is in its infancy. Relatively little 
is known concerning it. The subject 
is full of possibilities. As it is further 
developed, it will prove increasingly 
useful in the matter of credit, invest- 
ment, management, and administration, 
and to the various other purposes which 
financial statements  serve."’—From 
Bulletin of New York Credit Men’s Associa- 


tion. 
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Is Profit from the Sate of 
Your Residence Taxable? 


Discussion of the Princeples Involved 


| 


ET us consider the case of Smith and 

the case of Jones, each of whom 
sold his residence during the year 1926 
at a profit. Each bought his house five 
years ago. Smith bought his house for 
a personal residence and immediately 
moved into it. Jones had some surplus 
funds and bought his house as a specu- 
lation. Pending the sale, he expected 
to rent the house and secure an annual 
income through that means, and did 
rent. the house for four years. He then 
decided to occupy the house himself as 
a residence, and moved in. What is the 
result from the federal income tax view- 
point—is the profit taxable? 

Unfortunately, yes. The United 
States Supreme Court has stated that 
income is ‘‘the gain derived from capt- 
tal, from labor, or from both combined, 
provided that it be understood to in- 
clude profit from the sale or conversion 
of capital assets.’’ (Hisner v. Macom- 
ber, 252 U. S. 189.) Since the profit 
on the sale of a residence is gain derived 
from capital which was invested in the 
residence, the profit from the transac- 
tion falls within the Supreme Court’s 
definition of income, me as such may 
properly be made the subject of taxa- 
tion under the present statute. 

The tax is imposed on the profit from 
the sale of the property in the instance 
of both Smith and Jones, by section 
203 (a) of the Revenue Act of 1926, 
which provides in part as follows: 

‘Upon the sale or exchange of 
property, the entire amount of gain 
or loss * * * shall be recognized, 
except as hereinafter provided in this 
section.” 

There is nothing in this section 
which exempts from the imposition of 
tax the profit arising from the sale of 
residence property; hence, the profit is 
taxable. 

But suppose both Smith and Jones 
had sold their respective properties at a 
loss. What is the effect of a loss on the 
determination of federal income tax— 
may the loss be deducted? Strangely 
enough, Jones’ loss may be deducted, 
but Smith’s loss may not be deducted. 


Presentation of Regulations 


CoM ezoe) 


Let us discuss the reason for this 
seeming inconsistency. 

First of all, the sixteenth amendment 
to the Constitution gives Congress 
power to tax income from whatever 
source derived, and without inquiry into 
the source of the income. As has been 
indicated, the Supreme Court has stated 
that income is the gain derived from 
capital, from labor, or from both 
combined. 

This is the basic conception of income 
as used for federal income tax purposes. 
It does not give the taxpayer the right 
to deduct from his income—by which 
we mean, generally speaking, his gross 
income—any items of loss or expense. 
As a matter of policy and of equity, 
however, Congress has permitted the 
taxpayer to deduct from his income 
certain items of losses, as well as 
expenses. 

It must be understood, however, that 
a taxpayer may deduct from his gross 
income only those losses which are 
specified by the income tax law. The 
Revenue Act of 1926 lists only three 
classes of losses that may be offset 
against the taxpayers gross income. 
These losses are as follows: 

Losses sustained during the taxable 
year and not compensated for by 
insurance or otherwise, if incurred 
in trade or business. 

Losses sustained during the taxable 
year and not compensated by in- 
surance or otherwise, if incurred 
in any transaction entered into for 
profit, though not connected with 
the trade or busigesss= > * * 

Loss sustained during the taxable 
year on property not connected 
with the trade or business * * * if 
arising from fire, storm, shipwreck, 
or other casualty, or from theft, 
and if not compensated for by 
insurance or otherwise. 

With the foregoing in mind, let the 
solicitor of internal revenue tell us why 
Smith may not deduct his loss on the 
tax return, whereas Jones may deduct 
it. The solicitor’s statement is con- 
tained in Solicitor’s Opinion 789, which 
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was published in 1919 on page 117 Ol | 
Cumulative Bulletin 1, issued by the 
Bureau of Internal Revenue. The| 
opinion discussed the matter as applied) 
to the provisions of the Revenue Act) 
of 1918. The provisions of the Revenue| 
Act of 1926 in this connection are the) 
same as those of the Revenue Act of} 
1918, and for that reason the opinior 
may be considered as equally applicable 
under the present law. The opinion 1: 
quoted in full below: 
‘The question is presented whethet 
a loss sustained by an individual ir| 
the sale of residential property is 
deductible from gross income in 
atriving at his net income for purposes 
of the income tax imposed by the 
Revenue Act of 1918. 
“If such a loss is deductible at all, 
it is so by reason of the provision 
contained in subdivision (5 
tion 214 (a),o@tethem Act. 
provides for a deduction of— 
‘Losses sustained during the tax- 
able year and not compensated for by 
insurance or otherwise, if incurred in 
any transaction entered into for profit, 
though not connected with the trade 
or. business. 
ehh ore ‘transaction en- 
tered into for profit’ clearly means a 
complete business venture from in- 
ception to conclusion. The deduc-+ 
tion allowed is for losses sustained in 
any transaction ‘entered into’ fot 
profit. The intent to make a profit 
must have existed at the commence: 
ment of the enterprise or the right to} 
deduct losses incurred not within the 
contemplation of the statute. To} 
construe the words ‘transaction en-) 
tered into for profit’ as referring only 
to the conclusion of the venture— 
that is, the sale of the ae 
would result in a practical nullifica- 
tion of the statute. | 
‘Few, if any, transactions are ‘en| 
tered into’ other than for profit of} 
some kind, but clearly the profit 
contemplated by the statute is to be 
pecuniary in character and not simply 
the pleasure or recreation of the im} 
dividual such as his private residence 
must be to him. | 

‘“Whether a loss incurred in the| 
sale of residential property is deduc| 
tible in arriving at net income must, 
be determined by the object or intent} 
of the individual in buying or com 
structing the property. This is 4| 
question of fact and is to be deter 
mined, like any other question Ol 
fact, by evidence. If the residential 
property be held by the purchaset 
out of use or under tenancy and 
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subsequently sold, there would seem 
little room for question that the 
transaction was ‘entered into for 
profit’ and that the loss, if any, is a 
proper deduction in determining net 
income. “If, on the other hand, the 
property is occupied by the pur- 
chaser as his home during the whole 
or a great portion of the period of 
his ownership, a strong presumption 
is raised that the property was pur- 
chased for his personal use as a 
residence; that the transaction was 
not ‘entered into for profit’ within 
the meaning of the statute. This 
presumption will not be overcome 
by his self-serving declaration, un- 
corroborated, that his purpose was 
otherwise. 

“An individual claiming deduc- 
tion for loss incurred in the sale of 
residential property should attach to 


\ 


his return an affidavit stating the 
facts as to the purpose and use of the 
property in connection with which 
loss is claimed and‘his intent in -pur- 
chasing it, and his affidavit should 
be supported by other evidence, 
record 1f possible, showing his in- 
tent when he entered into the 
transaction. 


“It is held that a loss sustained by 
an individual from the sale of resi- 
dential property is deductible in 
determining net income for purposes 
of the Revenue Act of rgr8 only when 
the property was purchased or con- 
structed by him with a view to its 
subsequent sale for pecuniary profit. 
The intent in purchasing or con- 
structing the property is a question of 
fact determinable in each case by 


evidence which should be submitted - 


with the return.’’ 


naustrial Banking a Recent Development 


au interesting development of mod- 
A ern banking is portrayed by the 
idustrial bank. The purpose of the 
dustrial bank is to provide credit 
cilities to the small business man, 
rage earner, or professional man, who 
as only limited banking facilities or no 
anking facilities or connections at all. 
y providing credit to this class of 
sople, it tends to eliminate the so- 
led ‘‘loan shark.”’ 


The industrial bank is organized in 
porate form; and the earnings, as in 
actically all other forms of corporate 
‘ganization, accrue to the benefit of 
1¢ stockholders. In addition to the 
pital investment, however, the indus- 
ial bank issues obligations, known 
“full paid certificates,’’ which are 
Id to the public for cash. These 
ttificates bear interest at a designated 
te per annum and are usually issued 
denominations running from $50 to 
,000. For those who are unable to 
y for the certificates outright, pro- 
sion is usually made to enable these 
ttificates to be purchased on an install- 
ent basis. The certificates may usually 
cashed on twenty-four hours’ notice 
er the expiration of thirty days, and 
e bank usually retains the option of 
leeming these certificates at any time. 
Loans are made by the industrial 
nk for periods up to one year, and in 
lounts ranging from $50 to $5,000. 
te legal rate of interest is charged; 
d, in addition, the borrower pays an 
vestigation fee, which in New York 


is prescribed by statute. The investiga 
tion fees are as follows: 


For a loan of $50 the feeis......... $1 
For a loan of $100 the fee is......... 2 
For a loan of $150 the fee is......... 3 
For a loan of $200 the fee is......... 4 
For a loan of $250 the fee is......... 5 


For a loan in excess of $250 the fee is $5 
plus one per cent. on the amount in 
excess of $250. 


In no case, however, may the charge 
exceed the sum of $20 on one loan. 
Thus, loans for $1,750 to $5,000 are 
charged an investigation fee of $20. 


Some borrowers give collateral,which 
may consist of the bank’s own certifi- 
cates, liberty bonds, savings bank ac- 
counts, and securities that are listed on 
the stock exchange. If the industrial 
bank securities or liberty bonds are 
given as collateral, the investigation 
fee is dispensed with; and in the event 
that. savings bank accounts or listed 
securities are given as collateral, the 
investigation fees mentioned are 
reduced. 


The peculiar feature attaching to the 
loan is that the borrower, in addition 
to signing the usual note, signs a form 
known as an “‘instalment investment 
certificate.’ The terms of this certifi- 
cate are to the effect that the borrower 
agrees to purchase the certificate at the 
rate of $1 a week for a $50 loan; $2 a 
week for a $100 loan, etc.—in other 
words, that he will make fifty weekly 
payments of equal amounts. 
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At the end of fifty weeks the bor- 
rower will have paid in full for the 
certificate. Two weeks later the note 
that he has given to the bank becomes 
due. The borrower may then either 
withdraw the amount paid in against 


the certificate and apply the with- 


drawal to the liquidation of the indebt- 
edness; or he may sign a transfer con- 
tract, by which the amount due him on 
the certificate is offset against the 
amount of his note. 

It will be seen that in effect the instal- 
ment investment certificate is merely a 
means whereby the borrower accumu- 
lates by weekly installments an amount 
with the bank sufficient to liquidate the 
the note at maturity. In the event that 
the borrower fails to make the weekly 
payment, he is subject to a fine of five 
cents on each dollar in arrears. In New 
York the fine is a matter of statutory 
enactment, but it is provided that the 
aggregate amounts of fines shall not 
exceed one per cent of the amount of 
the loan. 

Usually the borrower, when receiv- 
ing the loan, is also given a small book 
containing fifty coupons. Each coupon 
is plainly stamped or perforated with 
the amount of the instalment payment 
to be made. When the borrower makes 
payment on his weekly instalment, the 
receiving teller in the bank clips one 
of the coupons and stamps it paid. 
The coupon is thereafter used for book- 
keeping purposes. The plan is similar 
to that which is used in connection 
with the so-called ‘‘Christmas fund’’ 
book of coupons, with which the reader 
is no doubt familiar. 

The industrial bank is oftentimes 
confused with the ‘‘credit union.’’ It 
differs from the credit union in the 
method of organization, and in the 
manner of distribution of its earnings. 
The industrial bank, as has been stated, 
is a private corporation, and its earn- 
ings accrue to the benefit of its stock- 
holders. Furthermore, the industrial 
bank will loan to any person who can 
furnish the necessary references and 
other credentials. In credit unions, the 
organization is limited to members 
who subscribe to shares of stock, which 
form the basis for their loans; and the 
loans are made only to. members. The 
earnings are distributed to the various 
shareholders on a share-holding basis. 
Excerpt from graduation thesis of Maurice 


E. Cohen. 


Weel, FLATS Tae G. PrAL a Nas Ya ec has 
opened offices at 95 Broad Street, New 
York, for the public practice of Ac- 
countancy. 
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Cooperation Between Client 
and Accountant in Filing 


of Vouchers 


N a recent audit engagement in an 

out-of-town city, it became part of 
an auditor's duty to verify disburse- 
ments supported by vouchers. All of 
the vouchers covering disbursements 
for the year under review had been 
filed alphabetically and had been bound 
in folders made out in the name of the 
creditors. These same vouchers had 
been recorded in numerical sequence 
in the voucher register. 

In order to verify the vouchers, it 
was necessary, therefore, to inspect an 
entry in the voucher register, go to the 
voucher file and procure the voucher to 
be examined, audit the voucher, and 
return it to the file. All of this work 
involved the expenditure of a substan- 
tial amount of time, which would not 
have been necessary if the vouchers had 
been filed in numerical sequence instead 
of in alphabetical sequence. 

Where a voucher system is in use, it 
is the generally preferred practice to 
file the supporting documents in the 
same sequence in which entries are 
made in the books of original entry, 
not only to facilitate reference, but also 
to enable auditors, whose services are 
paid for at relatively greater rates per 
period than employees, to save time in 
the performance of their work. In this 
particular case, no great amount of 
time would have been lost had the 
vouchers been filed numerically, and 
indexed as a separate matter, if infor- 
mation with respect to total business 
done with creditors was of value. 

The incident above outlined is re- 
ferred to chiefly because it serves as an 
indication of what can be done by 
proper codperation between auditors 
and their clients with a view to cutting 
down unnecessary work on the part of 
the auditors without great incon- 
venience to the clients. 


Glossary of Railroad 
Accounting Terms 


A VALUABLE g lossary of terms used 
in railroad repe rts has been adopted 
by the Railway s\ccounting Officers’ 
Association, and w-ill be published in 
an annual summary~ of the Association 
known as the Railway Accounting 
Procedure. The glc ssary was prepared 
by H. D. Chambe. lain, chairman of 
the Committee on Statistics, and in- 
cludes more than 4 vo hundred items 
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that are of common use in railroad ac- 
counting and in the preparation of 
annual reports. 


Homer S. Pace Says- 


PERSON, in his abilities and 

desires, is a sum-total—each day 
he starts his work as a vocational sum- 
total of all his previous experiences and 
training. If hc-has come into merchan- 
dising early and worked at it contin- 
uously, his sum-total includes ideals, 
desires, and the like that are connected 
with merchandising. If he has studied 
and taught for a number of years, hehas, 
of course, a different sum-total, and his 
desires and views naturally conform to 
his teaching experiences. Herein lies 
the difficulty that a mature man finds 
in somersaulting from one calling into 
another of a distinctly different type. 
His teaching sum-total is not easily 
adapted to a merchandising sum-total. 
For this reason, a radical vocational 
change is rarely made successfully after 
a man is thirty years of age.” 


Arrangement of Accounts 
in the Ledger 


F the accounts are atranged in the 

ledger in the sequence in which they 
are to appear upon the statements, all 
of the current-asset items will be found 
in the same section of the ledger, as will 
all the items of capital assets, deferred 
charges, current liabilities, and the like. 
Objection may be made to this arrange- 
ment because under an alphabetical 
system of arrangement accounts are 


5 
mote readily found. A simple indexing 
system will take care of this apparent 
difficulty, and it will be quickly found 
that the more logical grouping of the 
accounts will facilitate easy reference. 

If, in addition to the grouping of 
similar items, numbers are used for the 
ledger accounts, several classifications 
or subdivisions of a general item may 
be given the same number, to which a 
mnemonic symbol may be appended. 
Thus, if the number 39 be given to 
branch control accounts, the control 
accounts for branches in various Cities 
may be followed by initials or abbre- 
viations to indicate the specific city. — 

By a method such as this, the common 
fault of providing more than one ac 
count for the same type of item will be 
to a great extent avoided, because of 
the fact that all of the accounts covering 
assets or liabilities of the same nature 
will be found in the same section of 
the ledger; and if no account is found 
in that section to. record a particular 
transaction, there is the reasonable 
assurance that a new account may be 
provided without duplication. 
SRREaanemninri eS 

The firm of PACE & PACE announces 
the admission to the partnership of MR. 
ERNEST R. WILDBRETT, C. P. & 
Mr. Wildbrett will continue to give his 
undivided attention to accountancy 
practice. 
oe 
DWIGHT W. BURNHAM, C. P. A. 
and MAURICE A, MARTIN, C. P. Ay 


0 


of the firm of D. W. Burnham and Com 


pany, announce the removal of. theit 
offices to the Vermont Building, 110 
Vermont Avenue, Washington, D. Ca 
; 


¥ 


PACE ALUMNI ASSOCIATION 


apse first regular Fall meeting of the Pace Alumni Association wil 
be held on Saturday, September 25, at the Machinery Clul 
50 Church Street, New York. Plans 
the season with an unusually interesting program. 
national prominence, Cordes and Marks, and songs by Joe Mye 


will be among the features. 


A more detailed announcement, and the name of the speaker 
appear in an early issue of The Pace Student. 


F. M. ScHaeBerRLe, Executive Secretary 
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The Distant Drum 


_ more distant in the future the 
detection and conviction of crime 
is likely to be, the less potent will be 
the fear of discovery and punishment in 
preventing the criminal act. With this 
statement there can be no quarrel. 
Specifically, if a bookkeeper working, 
‘ay, in January of one year knows that 
us work will not be audited until the 
anuary of. the following year, the 
leterrent effect of the prospective work 
wf the auditor is less than if the book- 
ceeper knows that the auditor will 
eview the records at some unknown 
ime during the month of January in 
vhich the bookkeeping work is done. 
The embezzler usually proceeds, at 
east in the early stages, on the theory 
hat he is merely “‘borrowing,’’ and 
hat he will repay and cover his tracks. 
fe needs time to carry out his plans. 
Ostponement of audit work gives him 
ae time he needs, and undoubtedly de- 
reases the moral effect obtained. 

Is there not here a basic condition 
yhich is unconsciously being ignored by 
lany accountants—accountants who 
ave it measurably within their power 
) shape the nature of their auditing 
ork to conform to their own views 
‘what is best for the interests of their 
ients? 

It may well be that the bookkeeper 
* cashier, under stress of temptation, 
ay take too literally the advice of 
mar, the Tent-Maker, and say to 
Mmself, ‘‘Ah, take the cash, and let the 
edit go, nor heed the rumble of a 
stant drum.’’ Never could the idea of 
effectiveness of a far-distant punish- 
ent or result be more effectively or 
Ore poetically expressed than in the 
ords, ‘‘Nor heed the rumble of a 
stant drum.’’ The poesy in this in- 
ance can easily be transmuted by the 


ECENT Amendments to the Na- 

tional Bankruptcy Act which 
are designed to strengthen the act 
become effective on August 27, 1926. 
The American Institute of Account- 
ants, through its Bureau of Public 
Affairs, has issued Letter Bulletin 
No. 6 which deals with ‘* Bank- 
ruptcy Problems.’ The reasons for 
the new amendments and the probable 
workings of the amended act are em- 
bodied in Letter Bulletin No. 6. A 
review of the discussion set forth in 
the letter bulletin will appear in the 
September issue of “The Pace Stu- 
dent.’’—Tuer Epviror. 


accountant into a very practical work- 
ing rule for the benefit of the public 
which he serves. 


Ezght Requisites for 
Success in Accountancy 


ERE are—eight requisites 

which a young man should have 
in order to be successful in accountancy, 
stated by a prominent certified public 
accountant. In the order of their im- 
portance, they are as follows: first, 
sound judgment; second, honesty that 
is unflinching and unfailing; third, 
imagination; fourth, ability to express 
ideas in correct English in a concise 
and understandable manner; fifth, abil- 
ity to think clearly and straight and to 
make accurate rapid analyses 
of involved business problems; sixth, 
willingness to work with diligence and 
to engage in detail work without loss 
of interest; seventh, a good appearance, 
agreeable personality, habits of orderli- 
ness, and good deportment; eighth, 
speed in simple mathematical calcula- 
tions and a great respect for mathe- 
matical accuracy. 


they 


and 


The Crafts 


N all the crafts (by crafts are meant 

such occupations as printing, book- 
binding, wood-carving, cabinet work, 
and the like) the work of individuals 
varies from that which is necessary to 
“just get by,’’ as the saying is, to the 
work performed by the craftsman who 
does each part of his job in an accurate, 
complete, and expeditious manner. The 
good craftsman is interested in hiS 
work, he usually commands wages 
above the standard scale, and his work, 
whether evidenced by good books, fur- 
niture, wrought iron, or pottery, is of 
enduring benefit to the community. 

Good craftsmanship is a timely thing, 
because good craftsmanship is related 
to specialization. A jack-of-all trades 
is never a good craftsman, because he 
does not concentrate his efforts on one 
kind of work. The man who works off 
and on as a carpenter, a bricklayer, and 
a plasterer, rarely succeeds in any one 
of the three. Likewise, the man who is 
both an attorney at law and a certified 
public accountant, must choose, if he 
is to attain success, one or the other Of 
the professions as his principal occupa- 
tion. The lawyer who engages actively 
in real estate trading, will lose headway 
in his law practice to the extent that 
he succeeds in real estate. Good crafts- 
manship requires the restricting of one’s 
efforts to one trade or calling. 

Good craftsmanship, it should be 
noted, need not stop with the crafts 
proper. Each man has a task to per- 
form, no matter whether he works for 
the wage of the mechanic, the salary 
of the office man, the fee of the account- 
ant or lawyer, or for the profits of his 
own business. He may do his work in 
such a way as merely to ‘‘just get by.”’ 
He may, on the other hand, because of 
his interest in his work and his feeling 
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of responsibility to those whom he 
serves, perform his task well in every 
particular. He may be punctual, oblig- 
ing, and courteous; he may conscien- 
tiously perform each technical step in 
his work; he may in his spare time, by 
study or reading, improve his ability; 
in short, he may, in any job, give evi- 
dence of all the qualities that distin- 
guish the good craftsman from the poor 
craftsman. 

Good craftsmanship is greatly needed 
in this country. It is needed not only 
in the trades and crafts proper, but in 
the performance of office duties of every 
kind and description. Stenography 1s a 
high calling, and an important one, if 
the stenographer attains the vocabulary 
and the skill needed to report and 
transcribe accurately the words of edu- 
cated men. Bookkeeping is no mean 
art when it records and states compre- 
hensibly intricate and complicated 
financial conditions. Credit work calls 
for the exercise of rare qualities of 
judgment and sagacity. Everywhere 
there is demand for the person who can 
do a real job—for the person who ts 
thoroughly master of a particular call- 
ing or trade. No matter whether you 
design the structure, lay bricks in its 
walls, search its title, or record and 
state the income derived from its opera- 
tion, it is well to do your part in the 
spirit and with the skill of the good 
craftsman. 


The Accountant in 
Government 


ITH accountancy -trained men 
occupying executive positions in 
many of the largest industrial and com- 
mercial organizations of the country, 
the next logical step is for men with 
similar training to be called to high 
executive positions in the federal, state, 
and local governments. J. H. Kauff- 
man, of Columbus, O., a certified public 
accountant, has announced himself as 
a candidate for the Democratic nomina- 
tion for governor of that state. Thus, 
one of the most populous states of the 
Union may be the first to have an ac- 
countancy-trained governor. 
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Are You Selfish in 


Conversation? 


ihe is natural enough for a person to 
talk about the things in which he 
personally is interested. If he tries all 
day to sell real estate or to solve tax 
problems, he is likely to obtain such 
mental headway that his conversation 
in the evening, presumably intended to 
be of a social character, reflects the 
burden of his day’s activities. 

This tendency should be carefully 
avoided for two very good reasons—it 
is desirable to clear the head by the 
consideration of non-business subjects 
during leisure hours, which is the first 
reason; desirable to avoid 
boring and distressing your conversa- 
tional neighbor, which is the second 
reason. Many an accountant has made 
the mistake of thinking that a conversa- 
tion with regard to income tax prob- 
lems is a delectable after-dinner tidbit. 
It isn’t, even if your neighbor happens 
to be an accountant. 

It’s much better social usage to listen 
to the other person. If he chances to 
have a cultural background, you will 
be in the way to add to the store of 
your knowledge, your mind will be 
relaxed from the grind of the day, and 
you will obtain credit for having good 
social qualities. Professional ‘society 
meetings afford a most excellent place 
for technical discussions. 


mia it is 


A Friendly Criticesm 


OME time ago, Mr. L. K. Watkins, 
who contributes occasionally to The 
Pace Student and who reviews its pages 
with a kindly but critical eye, wrote to 
us as follows: 

“T note *** in the last paragraph of 
the article headed “Public Speaking 
Club,’ a quotation, ‘Work while it is 
yet day, for the night cometh when no 
man can work,’ which is credited to 
Thomas Carlyle. 

“Now while Thomas Carlyle wrote 
much that is valuable and instructive, 
this particular quotation is from the 
words of one much greater even than he. 
With the’exception of the omission of a 


few words, it is taken verbatim from 
the Gospel of John, the 9th Chapter 
and the 4th Verse. I judge that this isa 
contributed article, and not produced 
by the regular staff of The Pace Student, 
Perhaps it might be well to call this 
etror to the attention of the writer of 
the article.”’ i 
The author of the article can not 
plead an exact justification, and stands 
corrected. However, his intent was to 
give as a quotation an extract fro 

Carlyle’s Sartor Resartus, Chapter 
last paragraph, in which the great 
author says: ‘‘Work while it is called 
Today, for the Night cometh wherein 
no man can work.” 5 
Carlyle’s inspiration is obvious, and 
indicates the absorption of truths pre- 
sented in the Book of Books—a rials 
and literary compilation altogether too 
little studied and understood by many 
5 
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of us in these later days. 5 


Wanted, An Accountancy 
Curriculum — | 
\V\/ HAT constitutes a professiong 


course in accountancy? Th 
schools, not even the universities, af 
in agreement on this subject, and n 
authoritative body of accountants has 
formulated a professional course to b 
taken by the young man or woma 
who aspires to enter accountancy prac 
tice. | My 
Accountancy in this country stil 
clings, with its common requirement ( 
five years’ experience, to the apprentice 
ship idea inherited from the chartere 
accountant. It will not attain full p 
fessional status until, in common w 
other professions, it substitutes p 
fessional school training for a consid 
able part of the practical experie 
now required. The provision of 
authoritative curriculum of professio al 
study would be a long step forward. 


Numbers are so much the measure of 
every thing that is valuable, that itis 
not possible to demonstrate the succes 
of any Action, or the Prudence of a | 


Undertaking without 


them. 
Richard Steele. circa 1700. . 


Harry EH. Lunsford, C. P. A. 


Brief Sketch of Interesting Career of President of | 
American Society of Certified Public Accountants 


ARRY E:’ LUNSFORD, C.P.A., 

(Mo.), whose photograph is on 
the cover of this issue of The Pace 
Student, is one C.P.A. who has been in 
1 Mexican revolution, and who, at the 
ige of fourteen, witnessed the stampede 
0 the first Oklahoma oil lands. 

His business and professional career 
as been equally unusual. Within the 
feat he has ‘put over’’ one of the larg- 
St mergers in the country; his firm is 
low installing an up-to-the-minute ac- 
ounting system for an up-to-the-min- 
ite young city; he is the president of 
he American Society of Certified Public 
\ccountants; he is a member of the 
rm cf Lunsferd, Barnes & Ccmpany, 
f Kansas City and New York. But 
lere is the story, in Mr. Lunsford’s 
wn words: 


Early Life 


“T was born at Cairo, IIl., on Septem- 
et 27, 1887. I spent two years of my 
arly life—between the ages of 7 and g— 
f my uncle’s large ranch in Wyoming. 
Tearned to ride anything on the ranch 
ad, with my uncle as a fine tutor, 
sarned to shoot the revolver and other 
nall arms. 

I was orphaned at the age of 13 
y the death of my father and mother, 
rho died a month apart. I spent the 
ext year in Oklahoma. During the 
pening of Lawton, I saw the first 
cal oil well come in at Red Fork 
hile I was there. After leaving Okla- 
oma, I attended business college for 
ae year, that being the last school 
attended until I took the Pace course 
(Kansas City. I secured my first posi- 
on as a bookkeeper when I was 16 
vars of age. It was in connection with 
lis position that I had my first lesson 
control of temper. Prior to that time 
had been infractious, and inclined to 
ger. I was bookkeeper in a very 
tge retail store, and I was charged 
ith the dity of checking up on the 
shier before leaving for the day. One 
‘ening I was in a hurry to get away. 


I had the sales tickets all assorted by 
salesmen and arranged numerically, but 
they failed to balance. I could not leave 
until they did balance. In my disap- 
pointment and hurry I became very 
angry, picked up the bunch of tickets, 
and threw them into the air. They 
scattered all over the store. It took 
me an hour or two to assemble them 
again. I resolved then to think in the 
future before getting angry. 


Vocational Decision 


“My next position was in connection 
with a firm of abstracters, during which 
time I gave considcrable attention to the 
study of real estatc and title law. Be- 
ginning at the age of 18, and until I 
reached Kansas City 16 years ago, I 
engaged in the career of roving over 
the Western country, engaging in nu- 
merous lines of endeavor. I came to 
Kansas City with the idea of fitting 
myself for a carecr in public account- 
ancy. Three months after I arrived in 
Kansas City, I took the Civil Service 
examination under the new city charter. 
I stood first in al! three examinations, 
making a perfect grade except in spell- 
ing. Spelling is one subject in which I 
show decided originality, but since no 
allowance was mide for this, I only 
received a grade of 54 per cent. How- 
ever, I received considerable publicity 
out of passing first. 


Overtime Study 


“I engaged in an orderly study of 
accountancy in the Kansas City Chapter 
of the Missouri Society of C.P.A’s, 
which organized a school using the 
Pace course. This school was conducted 
in the Y. M.C. A. After the first year, 
the Chapter decided that the Y. M. 
C.A.location was not suitable and asked 
me to act as registrar and to organize 
the school independently. I did this 
and finished my course at the same time. 

“T had considerable difficulty in se- 
curing permission to take the C.P.A. 


examination in Missouri since I was not 
a graduate of a high school with a four- 
year course. After considerable argu- 
ment, the Board allowed me to take a 
high-school examination. I passed my 
C.P.A. examination during December, 
1915, and my certificate was issued when 
I had completed my three years of 
practice in accountancy, namely, March 
7th, 1917. I was associated with Peat, 
Marwick, Mitchell & Company, begin- 
ning December, 1915, and until Septem- 
ber rst, 1917. On the latter date, I 
became associated with Messrs. Smith 
& Brodie, C.P.A’s, becoming a partner 
in the firm of Smith, Brodie & Lunsford 
in February, ror8. 


Consultant and Adviser 


‘‘My-desires in professional account- 
ancy always leaned to the financing 
side, and my present personal practice 
is practically confined to financial 
planning and consultation. During 
October, 1916, I received a commission 
as a Captain in the Reserve Officers 
Corps, Quartermaster Department. I 
was called to duty during April, r917, 
and assigned to Central Headquarters, 
Chicago. During July, 1917, I was 
ordered overseas, but was not permitted 
to go on account of physical condi- 
tion. 

“The most thrilling experience I ever 
had occurred in Old Mexico during the 
revolution in rgrg. I was in Tampico 
and outlying districts investigating 
some properties for a client, together 
with three other Americans. We got 
into what the Mexicans called a riot, 
but which I was willing to call a revo- 
lution, and for two hours we wete sut- 
rounded by about 2,000 Mexicans. 
Several squads of soldiers came to 
rescue us but the crowd disarmed them 
as rapidly as they arrived. Finally, a 
iiss rurales Came to our rescue and 
got us out safely. We had some diffi- 
culty in getting out of Mexico, but 
finally came out on a tank steamer. 

‘I had the pleasure of being one of 
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the group of men who acquired the 
Federal Baseball Team for Kansas City. 
During the three-years’ life of the 
Federal Baseball League, I helped to 
manage the Kansas City team, which 
was a Civic undertaking. 


Plan Your Work Well— 
and Work Your Plan Well 


“My paternal ancesters were as a rule 
preachers or newspaper men. My great- 
grandfather was instrumental in the 
organization of the Christian Church, 
and the publisher of its first paper. My 
father and two brothers were news- 
paper men. I cite this merely to show 
that breeding will tell, because up 
until just. recently “1 was Vani taetive 
competitor for the purchase of the 
Kansas City Star from the Nelson Estate 
under the provisions of the will of 
William Rockhill Nelson. The paper 
was sold (to someone else) for the 
sum of $11,500,000. This brings me 
to two things that I remember my father 
told me, one being to ‘plan your work 
well and work your plan well,’ and the 
other being, ‘aim at the sun and shoot as 
high as you can.’ These two trite phrases 
have had a great influence in my life 
and they have been constantly before 
me. 

“Within the last year, I have been 
instrumental in putting over one of the 
largest mergers in point of number of 
companies involved that has ever been 
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consummated in this country—namely, 
the merger of 33 brick plants into one 
large organization. My firm is just 
completing the installation of a thor- 
oughly up-to-date accounting system 
for Kansas City, which city has just 
adopted a new charter, including the 
city-manager form of government. 

“One of my most delightful engage- 
ments has been that of auditor of the 
Imperial Council, Ancient Arabic Order, 
Nobles of the Mystic Shrine. 

“T have built a new home of which I 
am very proud. It is located in the 
finest residential district in America, 
the Country Club district of Kansas 
City, Missouri. I make this statement 
advisedly and stand willing to prove it 
as I have done recently to several 
New York and Chicago bankers, be- 
cause Kansas City does have the finest 
residential district in the country. 

‘“T have two children, a boy, Harry 
Earl Lunsford, Junior, 11 years of age, 
and a gitl, Mary Jane Lunsford, 9 years 
of age. I have hopes that the boy will 
become a C.P.A., but all indications are 
that he will become a baseball player, 
for, as far as I can see, that is the only 
subject he is really interested in. He 
is attending the Pembroke School for 
Boys and is the captain of two base- 
ball teams organized by that school. 
He pitches either left or right handed 
and is batting over .400 at the present 
time. 


MARTIN KORTJOHN, GaP. A, 
of Martin Kortjohn & Co., says: 


‘““PHE executive is, of course, entitled 

to receive a written recommenda- 
tion from the accountant whenever it is 
desired and on any subject no matter 
how trifling. The executive naturally 
receives, or should receive, a detailed 
report from the accountants each month. 
The accountants, .f they aim to give 
the maximum of service which is due 
to the client, should, in their monthly 
teport, point out how closely their 
recommendation was reached. A recom- 
mendation or prediction which is not 


followed by fulfillment loses much of 


its value. After practicing for any 
length of time, accountants realize that 
predictions very often do not come true, 
and knowing that he must report a- 
the proper time the agreement, or dis- 
agreement, between prediction and ful- 


fillment, he is -ikely to be conservative 
in his recommendations. This con- 
servatism is of inestimab e value to the 
executive, especially in the framing of 
budgets. ‘ 

“A budget is a set.es of predict ons 
based on past performances and expec- 
tations of what the future has in store. 
There is nothing absolute about budgets 
because no one can foresee the iuture 
Nevertheless, in an ordinary business, 
budgets are adhered to with ait ing 
accuracy. To some extent, nearly every 
shoe factory no matter how small has 
its budget or series of expectations. 
Unfortunately for many, expectation 
and fulfillment vary widely. Ordin- 
atily, this is because the expectations 
as contained in the budget were not 
tempered with good judgment. Worse 


still, no great effort is made throughout 
the year, say every month, to check 
results with expectations, and the out- 
come in nearly every case is that varia- 
tions from the budget figures are un- 
favorable. Where formal budgets are 
in use, and a monthly professional ac- 
counting service is maintained, varia- 
tions from budgetary estimates should 
be one of the vital parts of the account- 
ant’s report. Where unfavorable ten- 
dencies are plainly pointed out in time, 
corrective steps may be taken to prevent 
excessive loss. The traveler to whom it 
is pointed out that he is going in the 
wrong direct:on, can quickly retrace 
his steps, and it is the professional 
accountant whose duty it is to point out 
to the business man traveler any de- 
parture from the road to net profits. 
In the shoe factory he should be the 
executive’s constant guide and a part 
of his permanent organization. And 
the cost? Well, it is insignificant when 
compared with the advantages.’’— 

From American Shoemaking. 


Scovell Prize Competition 
Extended 


HE National Board of Directors _f 
the National Association of Cost 
Accountants, announces that the period 
of competition for the Scovell Prize 
has been extended until October 30, 
1926, noon. 
The subject matter of the competi- 
tion, ‘Presentation of Costs for Execu- 
tives,’ and all the other rules remain 
unchanged. The judges for the compe- 
tition have been appointed as follows: 
Colonel B. A. Franklin, vice-presi- 
dent of the Strathmore Paper Company; 
Professor T. H. Sanders, Harvard Ung 
versity Graduate School of Business 
Administration; and Mr. Homer N. 
Sweet, of Lybrand, Ross Bros. & Mont- 
gomery, Boston. f 
The first prize in this competition 1s 
$750; the second prize, $400; the third 
prize, $200, and the fourth prize, $150. 
Additional information with respect 
to the competition is available upon 
request. to the offices of the National 
Association of Cost Accountants, 130 
West 42 Street, New York City. =, 


KLEIN, HINDS, & FINKE (C.P.A’s), 
announce the expiration of the old om 
partnership of Klein, Hinds, & Finke. 
A new partnership, consisting of the 
members of the old firm, which will 
continue practice under the same name, 


has been organized. 1 


Discussion of Paper “Legislation for the 
Accountancy Profession” 


Comments on COLONEL Ropert H. MontGomery’s paper delivered 
before International Congress of Accountants 2» Review of Opinions 
Expressed with Respect to Legzslation 2 By Homer S. Pace, C.P.A. 


-~OLONEL MONTGOMERY'S pa- 
per, it seems to me, is informative 
— and helpful, and will be received 
ith great interest by practicing ac- 
untants throughout the world. If it 
in order to voice a word of friendly 
iticism, I should say that it is difficult 
f one to determine Colonel Mont- 
yMery’s Opinion with respect to a 
umber of the most important questions 
hich he raises. For example, I find no 
mclusive answers to the following 
estions: 
1. Should the attitude of account- 
ts toward accountancy legislation be 
€ same in all countries; particularly, 
d as an example, should the attitude 
accountants with respect to legisla- 
yn be the same in Great Britain as it is 
the United States? 
2. Should accountancy legislation of 
€ non-festrictive type under which 
ofessional fitness to practice is deter- 
ned—a type of legislation now in 
ect in more than forty of the states 
the United States—be abandoned? 
3. Should accountancy legislation 
itricting the practice of accountancy 
whole or in part to accredited prac- 
ioners, and incidentally regulating 
ess to practice, now in effect in 
reral of the states of the American 
lion, and to some extent in other 
untries, be abandoned? 
4. Should the determination of pro- 
Sional fitness to practice be placed in 
countries exclusively in the hands 
professional societies of accountants? 
While I find no definite affirmative 
wer to any one of these questions in 
lonel Montgomery’s paper, I gain the 
Wie that Colonel Montgomery 
aeves the history of the profession 
d present conditions justify an affir- 
itive answer to each question. If he 
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CCOUNTANCY practitioners, no 
doubt, have read with inter- 
est, Colonel Robert H. Montgomery's 
informative paper “Legislation for 
the Accountancy Profession,’ which 
was delivered last month before the 
International Congress of Accountants 
at Amsterdam, and which appeared 
in the July issue of “The Pace 
Student.’ A review of the paper 
which has been made by Homer S. 
Pace, at the request of Colonel Mont- 
Somery, 25 presented. 
Tue Eprror. 


holds such views, | am in radical dis- 
agreement, for I believe that each one 
of the quéstions should be answered in 
the negative. I shall give my reasons 
briefly in the order in which the ques- 
tions are stated. 


Question No. 1 


Should the attitude of accountants toward 
accountancy legislation be the same in all 
countries; particularly, and as an example, 
Should the attitude of accountants with 
respect to legislation be the same in Great 
Britain as it is in the United States? 

Colonel Montgomery evidently be- 
lieves in adopting, presumably for 
guidance in the United States and in 
other countries, the suggestion of the 
eminent accountant, Mr. Richard 
Brown, written with particular refer- 
ence to British conditions—a statement 
in which Mr. Brown was careful to 
limit his statement by the words ‘‘so 
far as Great Britain is concerned.”’ In 
the quotation given by Colonel Mont- 
gomery, Mr. Brown states that— 

“It is contrary to the traditions of 
British legislation to interfere with the 
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natural development of any calling or 
industry. Most of the other professions 
have grown up without the aid of a 
foster-mother, and although in the 
particular cases of law and medicine 
Acts of Parliament have been passed in 
comparative recent times for their regu- 
lation, it may be questioned whether 
the results have been as beneficial as was 
anticipated.”’ 


Regulation by States Not 
Contrary to Tradition 


I submit that it is not contrary to 
American traditions to regulate by state 
legislation, practically all the profes- 
sions as well as many callings of less 
consequence. From the very beginning 
of the republic there has been state 
regulation of occupations, and with the 
advent of new professions—professions 
such as dentistry, optometry, osteo- 
pathy, nursing, shorthand reporting, 
accountancy, and the like—legislation 
has been adopted in many states (and 
with respect to some of the professions 
or callings, in all the states), that has 
provided at least a standard of general 
and technical education and official 
registration. New York, the most 
populous state, has been a leader in 
legislation of this type, and within the 
last two years has undertaken the 
statutory control of a profession hereto- 
fore unregulated—I refer to legislation 
restricting the practice of engineering 
to engineers who could meet specified 
statutory requirements as to professional 
abilities. 


Legislative Requirements Differ 
on Various Countries 


Conditions with respect to legislation 
of all kinds are different in a new and 
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rapidly developing country, such as the 
United States, the Argentine, Australia, 
or Canada, from those existing in a 
country of old civilization, of relatively 
small geographical limits, and with 
dense population. The founders of a 
new country usually provide a written 
constitution, and, in the absence of long 
established usages and traditions, they 
resort to legislation to an extent un- 
necessary in an older country. There 
develops, of course, the evil of over- 
legislation—a problem that cannot be 
solved, however, by a particular occu- 
pational group. It is undoubtedly neces- 
sary for the members of any profession 
or calling to conform measurably to the 
general customs of the country in which 
the profession or calling 1s to be prac- 
ticed. If it is customary in a country 
to regulate important eallings by sta- 
tute, the choice in such a country for a 
new and developing profession does not 
lie between legislation and no legisla- 
tion, but between favorable and un- 
favorable legislation. No body of self- 
regulated accountants in New York or 
in any other American state could pre- 
vent legislation with respect to account- 
ancy practice. In Great Britain, and 
possibly in other countries, the condi- 
tions are different, and the profession 
of accountancy may well adopt an 
attitude with respect to accountancy 
legislation radically different from that 
which we must perforce adopt in the 
United States. 

My answer to the first question, 
therefore, is that the attitude of ac- 
countants toward legislation need not 
necessarily be the same in all countries, 
and that in particular there is good 
reason why there should be a diverg- 
ence bétween the British and American 
practice in this respect. 


Question No. 2 
Should accountancy legislation of the non- 
restrictive type under which professional 
fitness to practice 1s determined—a type of 
legislation now in effect in more than forty 
of the states of the United States—be 
abandoned? 

Colonel Montgomery seems to feel 
that the legislation of the non-restric- 
tive type under which standards of 
professional practice are set, has not, 
cn the whole, been especially beneficial 
to the profession of accountancy. For 
example, he states— 

‘I am quite convinced that at least 
seventy-five per cent. of all eta 
accounting work now being done in 
New York is in the hands of account- 
ants who do not hold state certificates.’ 

First of all, 1 am inclined to question 
his estimate. I believe it would give 
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a much better view of the state of 
affairs to say that at least seventy-five 
per cent. of all important professional 
accounting work now being done in 
New York is in the hands of firms in 
which one of more members (usually a 
majority) ate certified public account- 
ants of New York and of other states. 
In fact, it is safe to say that four out of 
five of all the members of the larger 
firms of accountants practicing in New 
York are certified public accountants. 

It is true, of course, that a consider- 
able volume of auditing and other ac- 
counting work is performed by individ- 
uals who have not obtained, by reason 
of the lack of academic or technical 
qualifications, the certificate of certified 
public accountant. A result. of this 
kind is naturally fo) be expected, in 
view of the fact that the ordinary type 
of certified public accountant law does 
not restrict the practice of accountancy 
to certified public accountants, and 
merely extends the privilege of obtain- 
ing an official registration of profes- 
sional qualifications. 


Registered Practatzoners Have 
Definite Status 


The unregistered practitioners, how- 
ever, have limited standing with bank- 
ers, credit men, judges, and business 
executives, as compared with the prac- 
titioners who have attained registra- 
tion as certified public accountants, and 
who are organized in a professional 
society limited to certified public ac- 
countants. I doubt whether Colonel 
Montgomery can give a single instance 
of a firm of accountants employing a 
staff of ten or more persons in which 
the firm is composed exclusively of 
partners who do not have among their 


number one or more certified public . 


accountants. 

The certified public accountant, in 
fact, is in evidence in almost every 
worthwhile piece of accountancy work 
that is done in the United States. And 
in addition, and apart from direct 
participation in practice, the certified 
public accountant, through organized 
professional societies, measurably sets 
the standards for all other reputable 
practitioners. 

I think it is entirely in accordance 
with the facts to state that the title of 
certified public accountant is well 
established in the minds of the thirty 
thousand credit men of the United 
States who are members of the National 
Association of Credit Men; that it 1s 
well-established in the minds of the 
officers of commercial banks and trust 
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companies and of investment bank 
throughout the country; that it 
reasonably well-known, considering 
newness of the profession and of 
title, to the officers and directors of 
two hundred and fifty thousand actiy 
corporations of the country; and that 
is well-known to the officers of tk 
federal government and of the variot 
states who are concerned with the reg 
lation of commerce, banks, insuran 
companies, public utilities, and the li 

The public recognition of the accoun 
ant, it should be remembered, is not 
primary, or even a secondary, objec 
accountancy legislation. Recognit 
comes by reason of capacity accepta 
to perform accountancy services. 
have had in New York for thirty y 
both accountancy legislation and a 
fessional society of accountants. I 
not see that our public recognit 
would have been greater if our pro 
sional standards had been contro 
directly by the professional soc 
instead of having been set by the 
gents—a non-partisan state board th. 
supervises education and practice in tl 
other professions. The Regents, 
thirty years, by means of an accounta 
board composed of practicing certi 
public accountants, have maintai 
high professional standards. I am ¢ 
vinced that in a country in wh 
statutory regulation of the professio 
is a common and accepted practice, 0 
recognition and standing would h 
been less had no legislation been 1 
effect. Similar standards have bee 
maintained in practically all the othe 
states, and the general standard through 
out the country has been satisfactort 
high. 
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Accountants Recognize Value 


of C.P.A. Certificate 


Simple and conclusive evidence of tht 
worth of the certified public accountam 
certificate is found in the fact that it 

sought eagerly each year by thousand: 
of applicants throughout the vario 

states. In hundreds of instances, matut 
practitioners have submitted to examit 
ations, and in some Cases to repeat 
examinations, in order to obtain ti 
credential. Thousands of students 4 

pursuing three and four-year course 
of accountancy study as preparation 1 
their examinations. Are we to belie 
that these candidates are misled as 
the value of the certificate? Is tl 

credential, which has been limited du 

ing a period of thirty years in Ne 
York State, with a population of te 
million people, to less than two thou 
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and practitioners, a credential that is 
if no significance in the business world? 
t is true that the recognition would 
lave been greater had the number of 
¢ecredited practitioners been larger, but 
he choice lay between maintaining 
igh standards and admitting a small 
umber, and a larger number with 
ower standards. The accountants chose, 
think wisely, the former course. 

For the reasons given, and for others 
hat could be submitted did time per- 
ait, I answer the second question in the 
egative. I believe I voice the opinion 
f a large majority of all accredited 
actitioners of accountancy in the 
Jnited States, as well as of a large ma- 
ority of the members of our profes- 
tonal accountancy societies, in saying 
hat these laws should be continued, 
ubject to such improvements as the 
onditions may make practicable from 
ime to time. 


Question No. 3 


hould accountancy legislation restricting 
be practice of accountancy in whole or in 
art to accredited practitioners, and inci- 
entally regulating fitness to practice, now 
2 effect im several of the states of the 
lmerican Union, and to some extent in 
ther countries, be abandoned? 


In the matter of legislation restricting 
he practice of accountancy in whole or 
1 part to accredited practitioners, we 
ome to a moot question. A provision 
f law which makes it mandatory for a 
ompany to employ an auditor for 
ertain pe is restrictive legisla- 
on, provided that the term ‘‘auditor’’ 
‘held to be an accredited accountant— 
lat is, one who has attained profes- 
onal recognition and standing. My 
mpression 1s that this result is attained 
1 effect under the English Companies 
ct, but that the auditor is not neces- 
itily a member of a professional so- 
ety of accountants. In any event, 
nere are a few instances in the United 
‘ates in which certificates or audits 
ust be made by accountants who 
ave an official professional status. 

It is quite logical that a government 
7 state which establishes a professional 
andard to which accountants may 
ynform should require that company 
id other reports made to such govern- 
€nt or state should be authenticated 
y the accountants who have been 
seredited by such authority. This type 
‘restrictive legislation is, I believe, 
yproved by practicing accountants 
merally throughout the United States 
id elsewhere, and is justifiable and 
‘sirable from the viewpoint of public 
terest. 


Statutes restricting the certification 
of statements prepared for circulation 
throughout the business community for 
credit and other purposes, and restrict- 
ing other phases of accountancy prac- 
tice, are now in effect in several states. 
A statute of this kind is based on the 
police powers of the state to regulate 
affairs that affect the safety, health, or 
property of the citizens. Medical prac- 
tice, as well as its various subdivisions, 
is restricted to accredited practitioners, 
because of the relation of medicine to 
life and health; and engineering prac- 
tice is now restricted to engineers in 
New York because of its bearing upon 
public safety. It is admittedly a con- 
siderable extension of the police power 
of a state to restrict accountancy prac- 
tice on the theory that the property 
interests of the public justify a law that 
will prevent an unaccredited accountant 
from entering into a contract with a 
client for the performance of account- 
ancy services. There is admittedly a 
public interest, by reason of the volume 
of credit transactions based on finan- 
cial statements, that would be con- 
served by such legislation if it were 
properly drawn and not made too 
inclusive with respect to the various 
classes of accountancy practice. 


Public Favors but does not Initiate 
Legislation 


Colonel Montgomery seems to feel that 
there is no well-defined public demand 
for such legislation. I think the same 
could be said with respect to the legis- 
lation which restricted the practice 
of engineering to accredited engineers, 
to the legislation that regulates the 
practice of osteopathy, and to many of 
the statutes relating to sanitation and 
to the conservation of the public health. 
Each profession, it seems to me, has a 
duty in the matter of informing the 
public, and of moulding and leading 
public opinion with respect to the mat- 
ters of which the profession has techni- 
cal information and knowledge. My 
contacts with legislation convinced me 
that the majority of credit men, when 
informed as to the facts, are in favor of 
legislation restricting the certification 
of financial statements to accredited 
practitioners of accountancy, and I also 
found that many bankers were of the 
same opinion when the facts were pre- 
sented to them. 

If such legislation is desirable from 
the viewpoint of the public interest, 
and if we have more information on the 
subject than any other organized group 
in the community, it seems to me that it 
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is entirely in order for us to lead the 
way in the matter of shaping public 
opinion and in obtaining such legis- 
lation. If we do not measurably well 
interpret public opinion, then the at- 
tempt to obtain the legislation will be 
defeated, and no great harm presumably 
is done. We must, it seems to me, fol- 
low the practice of other professions 
in this respect and not depend upon the 
general public to initiate legislation 
with respect to the activities of which 
we have special knowledge. 

My answer to the third question, 
therefore, is that restrictive legislation, 
if it proves to be constitutional and is 
wisely drawn, should not be abandoned. 
We should, it seems to me, be careful 
not to move too rapidly, but as time 
progresses we should work toward a 
condition in which the work of the 
accountant which affects the interests 
of the general public, shall be restricted 
to accountants who have demonstrated 
their professional fitness for Such work. 


Question No. 4 


Should the determination of professional 
fitness to practice be placed in all countries 
exclusively in the hands of professional 
Socteties of accountants? 


With respect to the fourth question, 
I do not see that our two national 
societies of practicing accountants, or 
our forty or more state societies, could 
do more effective work if there were no 
laws with respect to accountancy prac- 
tice. Each of the national societies has 
its own rules of professional conduct, 
as have many of the state societies. The 
older of the two national societies 
establishes its own standards of pro- 
fessional fitness, and prepares examina- 
tion questions which are used in thirty- 
two states in the examination of 
candidates for the certified public ac- 
countant certificate. The other national 
society is composed exclusively of 
certified public . accountants, whose 
qualifications are passed upon by 
boards made up almost exclusively 
of certified public accountants. Cer- 
tainly the practicing accountants of the 
country are not seriously hampered in 
establishing standards of professional 
practice, and there is a certain measure 
of flexibility that is beneficial in a 
country of great geographical extent. 

I do not believe that these societies 
could under any circumstances do much 
more for the advancement of the inter- 
ests of the accountants than they are 
doing under present conditions. Even 
if all accountancy legislation could be 
wiped from the statute books—a thing 
that never can be done so long as our 
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general usages and conditions remain 
as they are—I fail to see how the var- 
ious societies would have a greater 
opportunity to impress the business 
public with the value of accountancy 
services than is now open to them. 

In answer to this question, therefore, 
I say that the matter of the determina- 
tion of professional fitness can never 
in the United States, so far as I can fore- 
see at this time, be placed exclusively 
in the hands of professional societies of 
accountants. The fact that that method 
has worked well in Great Britain has 
little bearing on conditions in this 
country, in which the procedure of 
regulating the professions and many 
other occupations by laws enacted by 
the various state sovereignties is well- 
established and quite beyond the power 


of the accountants to control or to alter 
with respect to their own calling. 

In summing up, I submit the follow- 
ing: 

1. That the attitude of the account- 
ancy profession in any particular coun- 
try toward the matter of legislation 1s a 
matter to be determined primarily with 


_fespect to conditions existing in that 


country, and that there is no practical 
basis for international uniformity in 
this respect; 

2. That whenever conditions in a 
country make legislation desirable or 
inevitable, practicing accountants, 
through their professional societies, 
should undertake the responsibility of 
guiding such legislation by educating 
the public with respect to accountancy 
matters, and by the drafting, introduc- 
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ing, and supporting of measures best 
calculated to serve the public interests 
and properly to safeguard the interests 
of accountancy practitioners. g 

I desire to express my appreciation of 
Colonel Montgomery's most valuable 
contribution to this subject, his co 
tesy in extending to me the aoe 
reviewing his paper, and particularh 
my appreciation, of the constructive 
part he has for many years taken ip 
legislative as well as in professiona 
society matters in the United States 
Finally, I want to acknowledge ou 
indebtedness to the mother countri¢ 
of Europe for the products of master 
minds in accountancy from the time of 
Pacioli down to the time of our Eure 
pean brethren here gathered in conven 
tion. BS. 3 


The Telephotograph az Aid #0 Busines 


So telephotographs — pictures 


transmitted by wire—were intro- 

duced to the business world about 
two yeats ago at the Republican Na- 
tional Convention, one business house 
after another has been awakening to 
the possibilities of this new develop- 
ment in communication, until today 
widely varied interests are creating a 
demand for the service. 

By the use of telephotographs, Blyth- 
Witter and Company, New York, were 
able to save eleven days in the floating 
of a stock issue, and were thus enabled 
to meet a favorable market. On a 
recent Sunday morning their San Fran- 
cisco office obtained the, approval of 
their attorneys for a new stock cir- 
cular. At the same time the Security 
Bank Note Company, printers of finan- 
cial paper, obtained approval for the 
stock certificate model from their San 
Francisco attorneys. 

Telephotographs of the circular and 
certificate were sent simultaneously to 
Chicago and New York on Sunday after- 


noon. Because of its length it was neces- - 


sary to send the circular in sections. As 
soon as each part was received a mes- 
senger boy rushed the telephotograph, 


still damp from the telephotographic 
process, to the printer, who set up the 
type and printed the circulars. Monday 
morning the circulars were at the San 
Francisco, Chicago, and New York 
offices of Blyth-Witter and Company. 

Meanwhile, at New York, two prints 
were made of the stock certificate 
telephotograph. One was mailed to 
the bank note company’s printing plant 
at Philadelphia, and the other to the 
vice-president of that company at New 
York. 

Approval of the certificate was ob- 
tained from the stock exchange about 
Monday noon. Philadelphia was called 
by long distance telephone and told to 
print the certificates with modifications 
as suggested by the listing committee. 

On Thursday night 10,000 certifi- 
cates, sent from Philadelphia by aero- 
plane mail, were delivered at the San 
Francisco office of Blyth-Witter and 
Company. All this was accomplished 
in the time it would have taken the 
regular mails to come from San Fran- 
cisco to New York. 

Another striking example of the use 
of telephotographs to save time and 
expense is illustrated by the experience 


New Device for Photographic Transmission Now Adopted 
Commercially 2» Interesting Examples of Use 2» Descraptave 
Article furnished by T. T. Coox, Assistant to Darector, 
Long Lines Department, American Telephone & Telegraph Co. 


of a large eastern industrial corpora: 
tion. A conference of the executives 6 
the business had been called to meet 1 
New York to, discuss an important cot 
tract. On the day prior to the con & 
ence it developed that the only obtai 
able copy of.the contract was in 
Francisco. To wait for a facsimile sé 
by the fastest mail service would hay 
meant the loss of valuable time. But 
telephotograph of the contract w 
sent from San Francisco to New Yot 
and delivered one hour before the mee 
ing was held. 4 
One of the large oil companies h 
found an important use for teleph 
graphs in its accounting depar 
It is the monthly custom of the P 
Coast offices of this company to 
their balance sheets to the offic 
San Francisco. Here they are combin 
and a trial balance sheet sent 
main office of the company in New 
City. This trial balance sheet 1 
sent by telephotograph, hastening 
arrival at New York by at least thi 
days. The company is thus able 
issue its monthly financial statemen 
several days earlier than formerly. — 
Thus the invention is not only high 
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teresting as a scientific achievement, 
it as a very practical help in the speedy 
ansaction of everyday business. It 
ovides a successful method of sending 
ctures by wire that is in daily use 
‘tween three of our leading cities— 
ew York, Chicago, and San Francisco. 
gy gtaphic record destined for trans- 
ission to San Francisco can be filed 
New York at 8:00 a. m., and an hour 
ter, or at 6:00 a. m. Pacific time, be 
ailable for whatever use it is to be 
it to on the Pacific Coast. While the 
tual transmission of pictures requires 
t seven minutes, the time consumed 
the photographic processes at either 
d is approximately three quarters of 
hour. 
The press, realizing the value of pic- 
res, has in the past employed special 
ins, aeroplanes, and other means of 
zedy transportation for quickly con- 
ying pictures of events of great in- 
est. Now, with the commercial in- 
guration of telephotographs, news- 
pers have been able to break all 
ords in the presentation of news pic- 
‘es to its readers. Photographs of 
> polar flights of Amundsen and Byrd 
te shown in the East at approxi- 
tely the same time that people re- 
ved the information of the success of 
expeditions. It is interesting to 
¢ that no sooner had the exploit of 
utenant Commander Byrd become 
ywn than the Vacuum Oil Company 
lertook to tell a large portion of the 
Mtry about its share in making the 
ar trip a.success. Copy for adver- 
Ments to appear simultaneously in 


i Dated July 1, 1925 


Authorized $20,000,000, Present Issue $3,000,000. 
and semi-annnal interest, January 1 and July 1, payable in U. S. Gold at the office of Blair 


$3,000,000 
DEPARTMENT OF ANTIOQUIA 
‘ (REPUBLIC OF COLOMBIA) 
7% Twenty-Year External Secured. Sinking Fund 
| Gold Bonds, Series ‘*A”’ 


Due July 1, 1945 


Series '‘A'’ limited to $6,000,000. Principal | 


& Co., New York, free of all taxes, present or future, of the Department of Antio- 
| quia and of the Republic of Colombia. Coupon Bonds in denominations of 
$1,000, $500 and $100, registerable as to principal only. 


A Cumulative Sinking Fund of 212% per annum, sufficient to retire the Series “A” Bonds at 


maturity, is to be provided 


» payable semi-annually commencing January 1, 1926, 


to call Bonds by lot at 100 and accrued interest on the next succeeding 
interest payment date. ¢ 


Callable as a whole only, except for the sinking fimd, at 102!9 and accrued interest on July 1,- 1935, 
and on any interest date thereafter, 
- The following infarmation has heen taken in part from a letter of Ricardo Jimenez Jaramillo, 
Ksq.. Governor of the Department of Antiogtuia - 
ANTIOQUIA: - The Department of Antioquia, situated in the north-central part of the Republic 


of Colombia, 1s the largest of the departments of the Republic, having an area of 25,000 square 


miles and a population of over 800,000, It contains 35 towns of 10,000 people or more, and 
: the whole mmercial territory tobutary to Medellin, the capital, reaches over 2,000,000 
/ people out of a population of 6,060,000 in the entire Republic. 
Antioquia produces approximately one-fourth of the coffee grown in the Republic of Colombia, 
which is the second largest producer of coffee in the world. There are over 60,000,000 coffee 
trees in Antioquia, and the value of the 1925 production of coffee in the Department is esti- 


mated at about $16,000,900. 


There are two railways in the Department, the more smportant being the Antioquia Railway 
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Section of syndicated financial advertisement sent over telephone wires 


New York, Chicago, and San Francisco 
papers were rushed to the telephoto- 
gtaph office in New York immediately 
upon receipt of the news of Byrd’s feat. 

News photos showing British strike 
scenes were radioed from England by 
the Radio Corporation of America and 
brought to the New York telephoto- 
graph office for transmission to western 
cities. Pictures of the International 


Eucharistic Congress held at Chicago 
were reproduced in New York papers 
the same day they were made in 
Chicago. 

Advertising agencies have found tele- 
photographs of value in transmitting 
copy and layouts, when speed was 
necessary in their reproduction as a 
finished advertisement in some distant 
city. The advertising manager of a 
New York concern planned to be in 
Chicago on a certain date. At the last 
minute he was unable to make the trip. 
It was important that he should get the 
cover illustration of a new booklet into 
the hands of the firm’s western sales 
agent not later than the next morning. 
It was too late for the aeroplane mail, 
so in this emergency the telephotograph 
was utilized, with the result that the 
reproduction of the cover design arrived 
in Chicago approximately two hours 
after sending had begun in New York. 

In addition to these cases, uses for 
telephotographs are coming to light in 
an almost unlimited field. Among the 
suggested uses are: Portraits of any size 
or kind; pictures of celebrities figuring 
in the news of the day; scenic views 
from distant points; mechanical draw- 
ings; pictures of machinery, either the 
entire unit or any of its parts; up-to-the- 
minute fashions; sports contests; ac- 
counting and financial statements of 
numerous kinds; advertising layouts 
and proofs, checks, and other banking 
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tificates included within this article. 
shall within ro days after the amend 
ment to this section shall take effec 
if such a certificate shall not hay 
been theretofore filed with the st 
comptroller, or within 10 days af 
engaging in such business or atte 
establishing such principal office 0 
place of business, or such place fo 
the sale, or transfer of its certificates 
as the case may be, file in the office ¢ 
the tax commission a certificat 
setting forth * * * its said principa 
office or place of business and whe 
and where incorporated of organized 
Said certificate shall be executed 
duly acknowledged by * * * the pre 


ident or secretary of the corporatic 
* ke * 7? } 


sands of people now living have wit- 
nessed the phenomenal growth of local 
and long distance telephony. Who will 
venture to predict the diverse uses made 
of the electrical transmission of pic- 
tures fifty years hence? 


papers; x-ray pictures and_ electro- 
cardiographic tracings; textile designs; 
and wills and similar legal documents. 

Fifty years ago the telephone stood 
on the threshold of business just as the 
telephotograph stands today. Thou- 


Legal Requirements With 
Respect to Corporate 
Stock Records 


ECTION: 30:;0f LArticle2 penseic 

Stock Corporation Law of New 
York State requires that: 

“Every stock corporation shall 
keep at its office correct books of 
account of all its business and trans- 
actions, and a book known as the 
stock book, containing the names, 
alphabetically arranged, of all per- 
sons who are stockholders of the 
corporation, their places of residence, 
the number of shares of stock held by 
them respectively, the time when 
they respectively began the owner- 
ship thereof, and the amount paid 
thereon.”’ 

Large corporations ate usually very 
careful about keeping this record, but 
smaller corporations are likely to con- 
sider the stock book superfluous, not- 
withstanding the provisions of the 
statute. A disregard of the statute, 
evidenced by failure to keep the stock 
book, may, under some circumstances, 
result seriously. The same section of 
the Stock Corporation Law, for ex- 
ample, further provides that: 

“No transfer of stock shall be 
valid as against the corporation, its 
stockholders and creditors, for any 
aes except to render the trans- 
eree liable for the debts of the cor- 
poration to the extent provided in 
this section, until it shall be entered 
in such book as required by this 
section by an entry showing from 
and to. whom transferred. * * * ; 

‘‘Every corporation that shall neg- 
lect or refuse to keep or cause to be 
kept, such books * * * as herein re- 


ay to the party injured a penalty of 
fifty dollars for every such neglect or 
refusal, and all damages resulting to 
him therefrom.” 

The Stock Corporation Law does not 
require ‘a corporation to keep a stock 
certificate book nor a stock transfer 
journal; and because of that reason, 
even though a stock book may be kept, 
a transfer journal is often not kept. 
Section 276 of Article 12 of the New 
York State Tax Law, which has to do 
with tax on transfers of stock and other 
corporate certificates, requires that: 

‘Every *** corporation, *** shall 
keep or cause to be kept at some acces- 
sible place within the state of New 

York a stock certificate book and a 

just and true book of account, trans- 

fer ledger or register, in such form as 
may be prescribed by the tax com- 
mission, wherein shall be plainly 
and legibly recorded in separate 
columns the date of making every 
transfer of stock, or other certificates 
included within this article, the name 
and the number of shares thereof, the 
serial number of each surrendered 
certificate, the name of the parties 
surrendering such certificate, the 
serial number of the certificate issued 
in exchange therefor, the number of 
shares covered by said certificate, the 
name of the party to.whom said 
certificate was issued and the face 
value of the stamps attached in pay- 
ment of the tax on the transfer of the 

Ceftificate. * *fiiae 

It is also provided by Section 275 (a) 
of Article 12 of the New York State Tax 
law that: 


From the foregoing provisions it wi 
be seen that both the stock certific 
book and the transfer ledger or regist 
are required by state law. Failure 1 
keep such records would make af 
person or corporation liable to certa 
penalty provisions, as indicated by # 
following paragraph, also a part” 
Section 276 of Article 12 of the tax lay 

“Every person, firm, compaa 
association or corporation * * * th 
shall fail to keep such * * * transf 
ledger or register or certificate bo 
or surrendered or cancelled shares 
certificates as herein required * % 
shall be deemed guilty of a misc 
meanor and on conviction there 
shall for each and every such offen 

ay a fine of not less than five h 

dred dollars, nor more than f 

thousand, dollars, or be imprison 

not less than three months, nor me 
than two years, or both in 
discretion of the court.” 

The State Tax Commission has pi 
scribed a form of transfer register to 
kept by corporations in accordance wi 
the above provisions of the tax la 
and has also promulgated the form 
certificate to be filed with the 
commission. The forms can be ¢ 


tained from the New York State 1 
Commission, Albany. 


Dr. Downing, New 
Deputy Comms sioner 


quired, shall forfeit to the people the 
sum of fifty dollars for every day it 
shall so neglect or refuse. If any 
officer or agent of any such corpora- 
tion shall wilfully neglect or refuse 
to make any entry in such book or 
books * * * thecorporation and such 
officer or agent shall each forfeit and 


 * * * evegmeguporation *—* * 
which shall maintain a principal 
office or place of business within the 
state or which shall keep or cause to 
be kept within the state of New 


York a place for the sale, transfer or 


delivery of its stock, or other cer- 


ips Augustus S. Downing, of 
New York State Department 
Education, has recently been appoifl 
to the post of Deputy Commissionet 
Education. Dr. Downing, until h 
appointment, served as Assistant 
missioner for higher education % 
director of professional education 


The C.P.A. and the Board of Tax Appeals 


Address Delivered at Dinner Given in Honor of Board of 
Lax Appeals 2» Relation of Certafied Public Accountant to 
Dy DreJOsken MMBRLEIN: C.P Al ds) oo 


Board 2 


‘T is a matter of record that the 

Secretary of the Treasury, the Com- 
- missioner of Internal Revenue, the 
licitor General and other responsible 
easury officials vied with each other 
sponsoring the creation of the tribunal 
delight in honoring this evening,and 
at Congress and the President joined 
udly in bringing to a quick accom- 
shment the recommendations for the 
ablishment of the U. S. Board of 
x Appeals. The board had hardly 
gun to function before taxpayers 
Uized that a new spirit was abroad 
Taxland. In almost its very first 
sision the clarion call was sounded: 
Yo more the ‘rule of payment first 
d litigation afterwards!’ *’ (1B. T. 

6.) Decision upon decision re- 
ablished anew that logic, and law 
the land, and legal precedent, rather 
aun administrative expediency, were 
determine tax liability. 

n quick succession, crystallized errors 
lich had inevitably crept into Treas- 
’ decisions were subjected to impar- 
1 analysis, and with the results 
own to all of us. Not alone were we 
fied by the clear logic of a long train 
Opinions which clarified and sup- 
‘ted prompt decisions, but in many 
tances we were, and still are, de- 
hted with the human touch revealed 
the board’s pronouncements. To cite 
imples taken at random: 

Vho does not recall with approval 
+ Statement— 

“We do not believe that it is in the 
mterest of sound public policy that 
he commission of illegal acts should 
'¢ so far protected or recognized that 
heir cost is regarded as a legitimate 
ad proper deduction——'’? (I B. 
mA. 217.) 

Vho does not respond to the right- 
's indignation clearly implied in— 
“We can not withhold the com- 
fent that this case would probably 
ever have come before this board 
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nor this issue ever been raised if the 

Examining Agent had preserved a 

proper judicial attitude toward this 

taxpayer. His supplemental report 
evidences resentment that his original 
findings were disputed, contains many 
conclusions but almost no facts and 
evades a clear statement on even 
the matters which he was evidently 

instructed to re-cxamine’’? (I B. T. 

AY 12.6..) 

What accountant fails to chuckle 
at the apt characterization—‘‘A Tale of 
Two Audits’? (I B. T. A. 342.) Who 
can fail to recognize the board's intel- 
lectual appreciation of the philosophy 
of accounts even in the decision which 
announces that “‘it is a far cry from the 
preachment of these accounting theories 
to their consecration as sacred princi- 
ples)- (ill B. Tae) 

Who can fail to be thrilled by the 
literary charm of: 

“Clarence Whvbrow was an artist. 

His work was doue on inspiration and 

his product was beauty. He cons 


cerned himself with color, line, bal- ’ 


ance, harmony, and proportion. His 
task was to catch the grandeur of the 
Louis’, the grace of the brothers 
Adam, or the charm of the classic 
Florentine, and install it behind a 
high brownstone stoop on Madison 
Avenue in place of its Victorian glass 
and gold. He thought not of quan- 
tity or of production or of unit costs. 
Success to him was in quality and 
effect. He bought paint, of course, 
and other materials for his art—so 
did Leonardo and Rembrandt—and 
sold the product, as did Chippendale 
and Whistler. 

“Then came the war and the bur- 
dens of the Government, and his place 
must be found in the oe tax of 
1917. He knew little of such matters 
then, and hardly more when he testi- 
fied seven years later. Accounts 
irked him. He was successful enough 


to have a bookkeeper and this man 
made the tax return which Why- 
brow signed. What it contained he 
hardly knew. It was based upon the 
assumption that his business was one 
‘having no invested capital or not 
more than a nominal capital,’ as pro- 
vided in section 209. But the Com- 
missioner found in his return that hé 
had business assets and liabilities— 
he had a studio containing models 
and a library of many fine books and 
pictures, he had accounts receivable 
and payable, and he had cash in the 
bank—and he was therefore regarded 
as conducting a trade or business hav- 
ing capital to be used as the basis 
for measuring war profits. 

“In this we must disagree. This 
man’s business was in his soul.’’ 
CEB TaAt aa 
Turning now to one of the groups of 

recognized practitioners before the 
board, the one I am privileged to repre- 
sent, | know that I need not, in this 
presence, describe the work of the certi- 
fied public accountant. The regard in 
which he is held by the business com- 
munity makes of him a true business 
counsellor. He is sometimes even ex- 
pected to Bee the role of prophet. 
But his professional contribution to the 
business and commerce of today is 
predicated on his primary service—his 
FACT finding. Basically, his task is to 
discover and state facts, to reveal 
fundamental truth. His is not the task 
of holding a brief; his is not the duty of 
making the worse appear the better 
reason. Intelligent clients do not en- 
gage him in the expectation that he will 
sugat-coat or gloss over unwelcome 
truths. Were he in any way to deviate 
from his truth-seeking goal, he would 
be untrue to his heritage and unfaithful 
to his trust. Lawyers are essentially 
advocates, pleaders of a cause. Natur- 
ally, they regard Revenue Bureau prac- 
tice as a form of litigation, an informal 


cal 
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type it is true, but nevertheless a type 
of litigation. In tax matters, just as in 
an issue presented in open court, attor- 
neys proceed on the theory that it is 
their duty to advance and emphasize 
factors favorable to the interest they 
represent, since they believe that the 
opposition, here the Revenue Bureau, 
will find sufficient delight in, and ample 
opportunity of, developing and stress- 
ing unfavorable factors. It could not 
very well be otherwise. 

On the other hand, accountants— 
practically all of them, with here and 
there a lapse serving only to prove the 
rule—have, from the beginning, pre- 
sented ALL of the ascertained relevant 
accounting facts in the case, offered a 
complete picture of the entire situation, 
exposed the unfavorable as well as the 
favorable elements. Since all the facts, 
unvarnished, unadulterated, unwarped, 
are thus in evidence, so to speak, appli- 
cation of the law, of Regulations and 
Treasury decisions, is all that remains 
for discussion. 

Thus it is that in their contact with 
the Revenue Bureau, accountants have 
selected no new forte. True, they have 
learned to argue, but always on the 
basis of truth and fact. And when I say 
this, I do not mean even by implication 
to reflect upon the learned profession of 
the law. I mean merely to emphasize 
the recognized distinction in the aims 
and methodology of these two profes- 
sions—the accountant on the one hand, 
recognizing it as his bounden duty to 
reveal all the existing and known facts 
without direct or indirect concealment 
—the attorney, on the other hand, 
feeling equally in duty bound to stress 
and emphasize favorable elements, al- 
most religiously ignoring the unfavor- 
able factors, and certainly very seldom, 
if ever, volunteering information derog- 
atory to his thesis. 

In the early days of the Federal in- 
come tax administration, some lawyers 
objected formally to accountants’ ac- 
tivities in connection with the prépara- 
tion of tax returns and in collateral tax 
services. I violate no confidence in 
mentioning that former Secretary of the 
Treasury McAdoo advisedly refused to 
restrict tax practice to lawyers. The 
confidence in accountants thus early 
expressed by the Treasury Department 
has, I submit, been fully justified. 

Upon the organization of the U. S. 
Board of Tax Appeals, one of the very 
first questions requiring settlement re- 
lated to practitioners before it. The 
members of the first board, as well as 
those who now constitute that tribunal, 
were not only learned in tax law, but 
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also familiar with its administration. 
They knew of the accountant’s contri- 
bution to the work of the Revenue 
Bureau. I believe that it was more a 
recognition of the professional ability 
of the accountant to represent clients 
in tax matters than a desire to reward 
intelligent and patriotic war service, 
that prompted the board very early in 
its official life to promulgate the rule 
which admitted certified public account- 
ants to practice before the board on a 
parity with lawyers. The appreciation 
felt by the accounting profession of this 
decision by the board has been voiced 
many times and under many different 
circumstances. I shall not repeat it here. 
The decision is the more complimentary 
when it is recalled that it was pro- 
mulgated by a tribunal consisting al- 
most exclusively of lawyers. 

It would serve no useful purpose to 
trace the first few months of the board’s 
functioning. While it was anticipated 
a priori, practice soon confirmed the 
expectation that the informal procedure 
followed at Revenue Bureau hearings 
did not lend itself to the necessities of 
creating a record suitable for possible 
later court appeal. Regardless of its 
designation, and whether or not reluc- 
tantly, the board became and isa court, 
a court devoid, it is true, of the cere- 
monial trappings which still attach to 
some of our judicial tribunals, but never- 
theless a court which metes out justice, 
while avoiding empty formalism. 

The accountant who was not also a 
lawyer soon learned that there was a 
vast difference between the statement of 
what he knew to be a fact and the ad- 
mission of that fact to official considera- 
tion by the board. While the question 
of evidence has been perhaps unduly 
emphasized as the accountant’s buga- 
boo, it is literally true that a knowledge 
of substantive law and of the rules of 
evidence, with which subjects many 
accountants are familiar, is essential to 
a proper presentation of any issue before 
the board—aside from its absolute 
necessity in order to produce a record 
suitable for appeal. 

A growing conviction is that in no 
important tax case should an attorney 
or an accountant appear alone; each is a 
necessary complement to the other; 
each has an essential and characteristic 
part to perform. Because I am also a 
member of the bar, I am most reluctant 
even to appear to favor in any way a 
curtailment of the rightful and proper 
functioning of accountants, but I can 
not blind myself to the irresistible con- 
clusion, to the inevitable judgment, 
that for the accountant to try to play 


‘thetically, and understandingly ex 


and the character of the men who 


the role of lawyer before this board, 
before any other legal tribunal, is not 
only unnecessarily and most undesi 

ably to jeopardize the client’s best 
interest, but seriously and vitally 
endanger the position which he, 
accountant, has attained, the foot 
which he has secured, the recognition 
which he has achieved. And by t 

same token, the attorney rides 
destruction who essays, without the 
operation of an accountant, to unra 
and present the accounting complexit 
present in almost every issue involvi 
the determination of taxable net incon 

During the next few years the num 
of issues that will come before the boa 
will, even aside from their intrin 
difficulty, sorely try the intellectual 2 
physical strength of the board memb 
ship. Ways should and must be fo 
whereby its labors will be lightened, 
The fullest cooperation between attot 
neys and accountants practicing before 
the board is the only way to attain 
‘consummation devoutly to | 
wish'd.”’ 

In conclusion, let me turn to 
accountant’s most overt professio: 
act, namely, the rendition of his report 
To those familiar with this species ol 
literature, its most essential featur 
will readily be recognized as the forma 
CERTIFICATE OF AUDIT. Acco: 
ingly, in my most representative ca 
ity, and speaking for ALL certifi 
public accountants who have watche 
the board in operation and are famil: 
with its spirit, permit me to present out 
certificate: A 

We, the Certified Public Accountants 
of the United States of America, as 
sembled here in person or in spirit, d 
hereby certify: - 

(1) That we have diligently, sympé 
ined the records of the United State 
Board of Tax Appeals—which are % 
open book; : 

(2) That we are familiar with 1 
splendid achievements, its pains 6 
intelligent, and enlightened interpret: 
tion of the several revenue acts; 

(3) That we are familiar with th 
antecedent history, the official conduc 


pose the board; 

(4) That we have observed the w 
derful esprit de corps of the board’s assis 
ants, and that we attribute this nots 
much to precept as to example; 

(5) That we have frequently bee 
edified by the board’s decisions ¢1 
when they denied the claims” 
espoused; 

(Continued on page 24) 


The Work of the Board of Tax Appeals 


Dinner Given in Honor of the Board 2» Prominent 
Men Express Appreciation of First Two Years’ 
Work 2» Tax-Paying Public Has Benefitted 2 


HE United States Board of Tax 
TT avesats has just had its second 

birthday. It is one of the most 
recently created agencies of the govern- 
ment. The Board came into being in 
July, 1924, heralded by promises that it 
would alleviate the ills of the federal 
taxpayer by standing as a bulwark 
setween him and the United States 
[reasury Department and seeing to it 
that justice was done in the determining 
M% questions relating to the federal 
mcome tax. 

Because of the fact that it comes in 
intimate contact with thousands of 
faxpayers, and because so much had 
Xeen promised for it in the way of 
wccomplishment, its operations have 
een studied closely and every prece- 
dent that it has set has been scrutinized. 
_ That the Board has functioned well 
ind that it has performed satisfactorily 
he tasks assigned to it by law was 
evidenced by the expressions of con- 
idence and appreciation which were 
siven utterance at a dinner, given in 
1onor of the members of the Board 
ecently, in Washington, which was 
ittended by more than 300 lawyers, 
iccountants, and government officials. 
Many complimentary things were said 
bout the creditable achievements of 
he Board during its brief career. 

George Maurice Morris, of Washing- 
on, presided as toastmaster, and the 
peaking program included such men 
is Charles Henry Butler of Maine, 
shairman of the federal committee on 
axation of the American Bar Associa- 
ion; Honorable David H. Blair, Com- 
Missioner of Internal Revenue; Honor- 
tble David A. Reed, United States 
senator from Pennsylvania; Honorable 
William R. Green of Iowa, chairman of 
he Ways and Means Committee of the 
douse of Representatives; Honorable 
teed Smoot, chairman of the Finance 
somimittee of the United States Senate; 
Ir. Joseph J. Klein, president of the 


New York State Society of Certified 
Public Accountants (Dr. Klein’s ad- 
dress appears in this issue); and Honor- 
able J. Gilmer Korner, Jr., chairman of 
the Board of Tax Appeals. 

Secretary of the Treasury Andrew W. 
Mellon sent a lettcr in which he said in 
part, “It is of the utmost importance 
that there should be a prompt and final 
determination of « taxpayer's liability; 
and it was to accomplish this purpose 
that the Board of Tax Appeals was 
created as one of the administrative 
changes in the tax system effected by 
the revenue act of 1924 and later by the 
act of 1926. The work of the Board 
has been extremely valuable in expedit- 
ing the settlement of contested cases 
and especially in establishing prece- 
dents which have aided the Bureau of 
Internal Revenue in the determination 
of similar cases of other taxpayers. 

“In deciding tax questions promptly 
and fairly, the members of the Board 
are given an opportunity to render a 
service of great value, both to the gov- 
ernment and to the taxpayer * * *.”’ 

Mr. Butler, in his introductory ad- 
dress, said that whether the Board of 
Tax Appeals ts a board or a court or a 
commission, or whatever it is, it is 
still engaged in deciding great cases. 
He said that he believed all present 
endorsed the sentiments expressed by 
Secretary Mellon. “If this Board con- 
tinues to carry on its work in the same 
way in which it has demonstrated that 
the work can be done, it will build up a 
great body of tax law that will be 
followed by the courts.”’ 

Senator Reed said that it appeared to 
him that the Board is at one of the 
milestones of its career. “It has passed 
from the chrysalis of being a mere 
administrative agency of the Treasury 
Department and has gotten along the 
road to its future status as a court, and 
whether it reaches the maturity of a 
full-fledged butterfly depends wholly, 
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I think, on the way it comports itself 
in the immediate future. I have felt 
often as I have watched the functioning 
of the Board in its early stages, that it 
had a little too much of the Bureau of 
Internal Revenue spirit about it, and I 
am speaking with full respect for that 
Bureau. 

“I do fear for the Board of Tax Ap- 
peals if the Board in the future shall 
function only as an administrative 
body, animated by that spirit which 
ought to animate the Treasury Depart- 
ment of seeing that the Government , 
gets by any reasonable construction of 
the law every bit of revenue to be 
squeezed out of the language. If that 
is the spirit that is going to animate 
this Board, it is never going to reach 
full maturity asa court. It is a thousand 
times more important that the scales be 
held even and that Congress be put to 
the duty of correcting the law. I hope 
that the time will come when the Board 
of Tax Appeals will have arrived at the 
court status just as the Board of General 
Appraisal has arrived there. There will 
be resistance to it. There always is in 
the creation of a new tribunal, but if 
you want to get perfect impartiality in 
making judicial decisions it is my firm 
belief that you must be given that con- 
stitutional protection that is given to 
our American Judges, tenure throughout 
good behavior.” 

Commissioner David H. Blair made 
the point that never before the creation 
of the Tax Board had the Government 
been put in a position where it must 
collect the taxes by law. Heretofore, 
the Government collected its taxes first 
and forced the taxpayer into court to 
recover if the tax were illegally col- 
lected. Fear that the flow of revenue 
might be seriously checked was ex- 
pressed by many, but Mr. Blair made 
the statement that no great accumula- 
tion or damming up of the revenue has 

(Continued on page 22) 
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Accounting for Building avd Loan 


century, an urgent need began to be 

felt for some kind of financial organ- 
ization that would lend money to 
home-builders on no better security 
than the borrower's ability to earn 
money to pay back the loan. 

In 1831 an association which supplied 
this long felt want was formed in 
Frankford, a suburb of Philadelphia. 
This organization was the first building 
and loan association. Since that time, 
building and loan associations have 
assumed a constantly increasing prom- 
inence in the financial structure of this 
country, and in the United States today 
there are few communities of 5,000 or 
more inhabitants that do not have at 
least one such organization. 


I: the early years of the nineteenth 


Investment of Funds of 
Building and Loan Associations 


Building and loan associations invest 
their funds in improved real estate 
which their members are endeavoring 
to purchase with funds loaned to them 
by the building and loan association. 
These members, or borrowers, corre- 
spond closely to the depositors of sav- 
ings banks. A distinguishing feature 


Subscription Blank 


I hereby subscribe for .. 4 


at One Dollar ($1) per share per month. 


Gity and State... +........ eee 


THE IRVING BUILDING AND LOAN ASSOCIATION 


Detroit, Mica1can 


instalment shares of stock in 


THE IRVING BUILDING AND LOAN ASSOCIATION 


signatures. 27 4i.......... .ee ae. 


StreemAddress..........:,. oe ee 


Associations 


is that every borrower is at the same 
time a stockholder in the association. 
It is, therefore, evident that the capital 
of the association is represented, not by 
the par value of capital stock, but by 
the dues plus interest and premiums 
paid in by and due from members. 

The stock of building and loan asso- 
Ciations is issued in shares, the face 
value of which is usually $200. Upon 
becoming a member of the association, 
the stockholder agrees to pay for his 
stock in instalments, usually at the rate 
of $x per share per month. These 
monthly instalments are called dues. 
When these dues, plus profits or divi- 
dends credited to the stockholder, equal 
the face value of such share, the share 
matures or becomes paid up. The $200 
may then be withdrawn by the share- 
holder. When a member has borrowed 
from the association, the maturing of a 
share of stock registered in his name 
effects a reduction in his indebtedness to 
the amount of such share. 


Value of a Share of Stock 


The value of an unmatured share of 
building and loan association stock is 
not its par or face value, but the total 
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value of payments or dues plus profits” 
credited to it.. This value is the book 
value of the share. 

Another value which the share has” 
is its withdrawal value. If a member 
wishes to withdraw from the associa- 
tion before the share has matured, he 
may do so, receiving the withdrawa: 
value of the share, which value is 
almost always less than the book value 
of the share. 


Plans Upon Which Building and 


‘Loan Associations Are Organized 


There are four principal plans upoa 
which building and loan association: 
are organized. They are as follows: © 

1. The terminating plan. 

2. The serial plan. 

3. The permanent plan. 

4. The Dayton or Ohio plan. 

The terminating plan was the first anc 
simplest worked out, and provides for 
only one issue of stock. All of the 
shares of stock are issued at the sam 
time and mature at the same time. Of 
becoming a member subsequent to th 
date of issue of the stock, the put 
chaser pays the book value of the shar 
or shares purchased. In other words 
he pays back dues plus dividends tha 
have accumulated to the credit of thi 
stock since the date of original issue. 

The serial plan, instead of providin 
for only one issue of stock, provides fe 
several issues—say one in January ani 
another.in July of each year. All share 
in any one issue mature on the sam 
date. The various issues are classifies 
according to the date issued. It will b 
seen that at a particular time the valu 
of all the shares of any one issue wil 
be the same, whereas the value of th 
shares of the various issues will | 
entirely different. The value of th 
shares of the series nearest to maturit 
will, of course, be the greatest becaus 
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of the greater accumulation of profits 
credited to that series. 

The permanent plan provides for shares 
of stock which are issued at no stated 
intervals. Whenever one desires to 
take out shares of stock, he may do so. 
Each share may, therefore, be a separate 
issue with a maturity date different 
from every other share. 

The Dayton or Ohio plan does not re- 
quire members to make specified pay- 
ments of dues each month, but permits 
them to make payments at such times 
and in such amounts as suit their con- 
venience. 


Determining the Rate of Profit to 
be Distributed 


Under the terminating plan all that is 
mecessary to determine the rate of profit 
to be distributed is to compute and com- 
pound interest on loans and to divide 
the total interest received during the 
period by the number of shares out- 
standing. This will give the rate of 
profit per share. 

When several series of stock, maturing 
at as many different dates, have been 
issued, the distribution of profits is a 
complicated matter. The Dayton or 
Ohio plan of operation makes this 
distribution more complex than any 
of the other plans. Among the many 
methods of determining the proper 
profit distribution, the better known are 
the partnership plan and the Dexter 

lan, commonly called ‘‘Dexter’s rule.”’ 

he purpose of the plans is to secure an 
equitable distribution of profits among 
the members of the association upon 
the basis of the amounts they'have con- 
tributed against the face value of the 
Shares listed in their names, and upon 
the basis of the time that each dollar 
aid by the association members has 
fen in the possession of the association. 
The partnership plan is used by most 
associations. © ‘Dexter’s rule’ and 
other methods may be found in the 
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report of the United States Commis- 
sioner of Labor for 1893. Under the 
partnership plan, each series of stock- 
holders is considered as a partner. It 
would not be feasible to determine the 
profit earned by each individual dollar. 
It is therefore necessary to have some 
plan or formula by which an equitable 
result may be obtained. This formula 
under the partnership plan is to add 
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plied to each series of stock. Using 
the total ‘equated dues’’ for all series 
as a common denominator for all series 
and the “‘equated dues’’ for each series 
as a numerator for each series, a frac- 
tion is obtained which, multiplied by 
the total profits for the period, gives the 
amount of profits apportionable to each 
share of stock in each series. Adding 
this amount to the amount paid in on 
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one to the total number of months a 
series has run and divide by two. This 
is the same as adding the first month 
to the last and dividing by two. The 
result, known as the “‘equated time,”’ 
will be the average period of time for 
which the assoc:ation has had the use 
of the money paid in in any one series 
of stock. 

The next step is to multiply the 
“equated time’ by the number of 
dollars paid in on each share of the 
series. This result multiplied by the 
number of shares :n the series gives the 
“equated dues.’ This formula is ap- 
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the share, gives the book value of the 
share as at the end of the period. 


Terms of Withdrawals 


The usual withdrawal value of a share 
of stock is the total of dues paid in 
thereon plus interest on such dues at 
the rate of four per cent. per annum. 
This rate of interest is usually much 
lower than the average percentage of 
profit made by the association. 

In some instances, the association 
will return to the withdrawing mem- 
ber, not only the total amount of dues. 
paid in by him, but also the total 
amount of profits his share or shares. 
have earned during the time he has been 
a member. In other words, the associa- 
tion returns to the withdrawing mem- 
ber the book value of his share or shares: 
of stock. 


Loans 


The investments of building and loan 
associations are doubly secured: 
1. By a mortgage lien on the bor- 
rower's property. 
2. By the borrower’s stock in the 
association. 
(Continued on page 20.) 
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fession. The Rotarian slogan: 

‘He profits most who serves 
best’’ is particularly applicable to ac- 
countancy. I shall not try to persuade 
you why you should choose account- 
ancy for a professional career because 
J. Pryse Goodwin has written a paper 
in which he points out the advan- 
tages of the accountancy profession and 
I would recommend that you read his 
paper. I believe it has been published 
in The Pace Student. The demand for 
the accountant’s services is becoming 
more pronounced every day and for 
those who have the qualifications, no 
difficulty should be experienced in find- 
ing a position. However, the demand is 
gteater in large cities like New York 
and it is well for the beginner to serve 
his apprenticeship in the big city before 
settling down in his home town to 
practice. 


; CCOUNTANCY is a noble pro- 


Certain Personal Qualities 
Necessary 


One having elected to build his career 
through accountancy, there are certain 
virtues and qualities that, he should 
hold as ideals, that would shine in his 
personality. The accountant should 
strictly observe natural laws in order 
that he may be in good physical and 
mental condition and he should so 
arrange his personal affairs that he 
lives within his means and is not wor- 
ried with loans and insurance premiums 
falling due without having made pre- 
patation to meet these obligations; 
and it is an advantage to live simply, 
not only when he is spending his own 
money but when he is spending his 
client’s money; he is then on safe ten- 
able moral grounds when he is criticis- 
ing Over-expenditure on the part of 
others. 

He should try to be moderate in all 
things; and should value character over 
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reputation; evidence over mere testi- 
mony; specific explanatory information 
over platitudes and generalities; and 
he should value pride of accomplish- 
ment over compensation or emolument. 

He should place the proper value on 
time, for time is fleeting; he should not 
allow himself to be hurried but take 
time to orientate, which is to say that 
he should determine the scope of his 
work before starting; he should not 
argue merely for the sake of arguing; 
and he should build up a file classified 
under subjects of all his special exper- 
iences to serve as a reference when met 
with similar situations later on in his 
career. He should not waste time and 
should try to equip himself with time- 
Saving devices. 


Express Opinions to 
Interested Parties Only 


He should be independent and fearless 
but not arrogant, and he certainly 
should not be pusillanimous and weak- 
kneed. He should not express curbstone 
Opinions or express an opinion at all 
unless it be to the proper interested 

atty and then only when he has all the 
hee He should be willing to acknowl- 
edge his ignorance to his superior, be- 
cause, by so doing, he will gain knowl- 
edge of incalculable value. He should 
develop the capacity for logical analy- 
sis; realize that want of care does us 
more damage than want of knowledge 
and that genius is the capacity for 
taking pains and separating the essen- 
tials from the non-essentials. 


Age of Specialists 


This is an age of specialists and notwith- 
standing that an accountant may be 
fortified with a thorough knowledge of 
the general principles of accounting, he 
may find himself at a disadvantage’ in 
discussing the accounts of a given indus- 
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In keeping with this idea, it is interest 
ing to note that accounting is no 

taught by the “‘case’’ method by which 
every contingency that may arise in 
connection with the accounts of 
given industry are studied, thus afford 
ing the pupil a thoroughly complete 
insight into the affairs of a speci 

case. These studies assist the public 
accountant in his discussions wit 
specialists as I have described them. 
The accountant whose books are being 
audited reasonably expects to learg 
something from his auditor and, of 
course, the auditor cannot presume to” 
teach something that he does not know, 
neither can anyone else; furthermore, 
one is not justified in criticising an- 
other’s performance that he cannot do 
better himself. It is, therefore, impera- 
tive that an. accountant should be 
equipped with a thorough technique in 
order that he may be able to analyze 
any accounting situation; he must not 
depend upon theory learned from books 
on the ground that “‘it must be right | 
because it says so in the book.’’ On the 
contrary, he must, from practical exper- 
ience, know how to open a set of books 
so that the opening entries serve as 4 
record whereby a detailed initial balance 
sheet may be prepared therefrom; and he | 
must know how to-close the books so 
that the closing entries of themselves 
show the net results divided by depart 
ments and not, as often is the case, close 
the profit and loss accounts into surplus 
by means of a voucher consisting of 
lot of jumbled up dislocated debits and 
credits; in short, he must be orderly. ane 
thorough and know how to teach others 
to be likewise. In making adjustments, 
he should be explicit in stating the 
reason for any Be he should 
show the entries (a) per books (b. 
as should be, (c) the ference being 
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the elements of the adjustment journal 
entry. The transactions of almost any 
soncern can be broadly described as 
cash, merchandise, and services in, cash, 
merchandise, and services out, with 
rertain valuation adjustments in the 
‘orm of reserves and accruals. The 
zeneral formula of the accountant is: 
a) to be accounted for, (b) accounted 
or thus: after which follows your 
inding; as for example: the operating 
fansactions, capital paid in, and divi- 
lends paid is made up of the difference 
yetween the balance sheet at the begin- 
ting of the period and the balance 
heet at the end of the period. So much 
or technique. 


ret Broad Picture of Client's System 


Yn commencing an engagement, the 
ccountant in charge will set his mind 
dwards getting a broad picture of the 
lient’s status as quickly as possible; 
e should exercise a sense of proportion 
od not get lost in trifling detail; and, 
f course, he should concentrate en- 
tely on the engagement in hand. By 
etting this broad picture of the client's 
Qsition, he is thus enabled to assign 
fork to his assistants that is construc- 
ve and not haphazard or experimental; 
id he is also in position to satisfy the 
tent that he has a reasonable under- 
anding of the work in hand which is 
Ways reassuring to the client that the 
ork is being done competently. The 
iditor should, of course, study the 
ient’s accounting procedure in order 
lat he may learn the extent of the 
ternal audit that he can accept with- 
it verification. It often happens that 
| auditor is asked to analyze a set of 
counts that, to do so, would beequiva- 
at to unscrambling an egg, the records 
ing so jumbled and incomplete that 
audit is impracticable; of course, 
such a situation, there is only one 
Swer: it cannot be done. The auditor 
charge should construct his post- 
dof and analyses in such a way that 
May be able to point out to the client 
at it would be of advantage to the 
ent as well as to the auditor's firm to 
ve continuous audits made in monthly 
‘quarterly periods. This is a very 
portant point to be considered in 
2 practice of accountancy, for the 
tson that most clients close their 
Oks at the end of the calendar year 
d expect to receive prompt and pre- 
ted service on the part of the audi- 
‘s who, at that time, are often over- 
telmed with engagements which 
‘ke pressing demands on their time 
et the first three months of the year, 
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after which business drops into a state 
of comparative innocuous desuetude 
over the rest of the year. 


Consider Client's Point of View 


In preparing his report, the auditor must 
remember that he is addressing the 
entire outside world so far as it is 
tnterested in the affairs covered by his 
report: stockholders, prospective stock- 
holders, management, creditors, bank- 
ets, County, state, and Federal Govern- 
ment. The auditor should regard the 
undertaking from the viewpoint of the 
pee naneeDs which, I think, is an excel- 
ent application of the Golden Rule. 
He must tell the truth as he sees it with- 
out the use of ambiguous language and 
verbiage, without painting the lily, 
gilding refined gold, or expatiating 
upon the obvious; any statement to be 
truly stated must be complete and must 
be simple, thus it contains the elements 
of equity itself. A sood test of auditing 
and reporting is provided in the require- 
ments for listing on the Stock Exchange, 
so also is the experience of carrying 
from inception until released by court 
proceedings the accounts of a concern 
in bankruptcy or the accounts of a 
decedent's estate. | recommend a study 
of these particular problems as being of 
incalculable value in enabling the re- 
porting auditor to learn something of 
the viewpoint of the financial and the 
legal world. The report should not be 
unnecessarily long and should be divided 
into two divisions, the synthetic and 
the analytic. In addressing his client 
through his report, he should present 
the balance sheet, profit and loss and 
surplus accounts in condensed form, in 
comparison with the same accounts, 
respectively, at the beginning of the 
year and draw from these comparisons 
a few truths that he may comment 
upon. The second division should 
state the balance sheet, profit and loss 
account, and surplus in details as may be 
essential, with some clear constructive 
comment as may be called for. If the 
statements are not 1m agreement with 
the books, an appendix should be 
included in the report reciting the 
journal entry necessary to reconcile the 
accounts with the books. It is better, 
however, to have these adjustment 
entries made before releasing the report 
to the client but that is not always 
practicable. The report should be so 
drawn up that any intelligent reader 
might learn therefrom what the earning 
power of each department of the con- 
cern was, the amount of surplus avail- 
able for dividends, the book equity 


a, 


(sometimes called net worth) as a going 
concern or as a liquidating concern. At 
least, these thoughts should be in the 
mind of the reporting auditor as some- 
thing desirable which, of course, would 
be limited by the special nature of the 
engagement. And thereby hangs a tale; 
be careful not to issue a balance sheet 
for one purpose that your client may 
use for another purpose; if the balance 
sheet is to have a limited use, such 
limitations of use should be indicated 
thereon, together with any qualifica- 
tions or reservations. 


Accountant an Adviser 


The public accountant may be called in 
to act in an advisory capacity, possibly 
to build or rebuild an organization; 
systematize the accounts and office pro- 
cedure, or to advise with regard to 
budgets and capital expenditures. One 
of the most important considerations 
in organization is the. personnel: Are 
the employees satisfied? Are the indus- 
trial relations fair and reasonable? Do 
the employees own stock? Do they 
receive abonus? Have they group insur- 
ance protection? Are there round pegs 
in square holes and square pegs in round 
holes? Who are bonded and why? The 
necessary step is to make a functional 
chart of the organization divided by 
departments, one for each operating 
department, one for each service de- 
partment, one for the administrative 
department, and a synthetic chart for 
the organization as a whole beginning 
with the stockholders and ending with 
all departments as units. This chart, if 
studied out to the ultimate, will enable 
the organizer to determine where func- 
tions should be centralized and decen- 
tralized and, in this way, responsibility 
and sub-responsibility may be assigned 
for the discharge of each function, and 
with such responsibility should go com- 
mensurate authority. He will not ad- 
vise as to physical operations but he 
will re a check against loss of 
tangible property of every description 
belonging to the company, fixed and 
current; he may draw up a chart of 
accounts giving definite numbers to 
each title and indicate what shall be 
debited and what shall be credited to 
each account and, in addition, he may 
prepare written instructions which 
should be followed in preparing all 
financial and statistical reports at the 
close of each accounting period; he 
may draw up a corporate programme, a 
tax programme, and an insurance pro- 
gramme, as well as a programme for 
special and contingent matters, which 
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would insure everything being done in 
the right way at the right time. The 
whole scheme should be drawn up 
with the thought in mind that the 
investment of the organization may 
make the most money in an honorable 
way. The financial statements should, 
therefore, be drawn up so that valuable 
statistics may be compiled therefrom 
in order to develop certain essential 
ratios as to turn-over, relation of cur- 
rent assets to liabilities, divided by 
departments, etc. The accountant’s 
advice may also be sought in questions 
of budgeting procedure, and the best 
esults in this connection are had by 
drawing up the forecast in the same 
form as the actual accounts will be 
drawn up later, the forecast being 
merely a prediction of what the actual 
accounts will be. Problems 1n connec- 
tion with outside financing and difh- 
culties arising through seasonal fluc- 
tuations often form subjects calling for 
the advice of the public accountant, 
and he is often called in to advise in 
connection with trust indentures, con- 
tracts on joint ventures involving intri- 
cate present and contingent features, 
etc. 


Be Open-minded 


Admitting that your ability encom- 
passes everything that I have said, you 
must not forget that Michael Angelo 
was lead blind into St. Peter’s in Rome 
and that he went over the various 
statues and decorations with his won- 
derful hands, and although he was 
ninety years of age at the time, he 
exclaimed: “‘I still learn.”’ 

I think it will be generally admitted 
that the accountant’s life would be a 
busy one if he participated in all the 
activities I have outlined. Of course, 
he is entitled to his share of life and 
happiness, but I am sure he will get lots 
of thrills from his work, particularly 
if he is of the eagle type who 1s not 
afraid to fly up into the clear air of the 
empytean rather than an oyster living 
snugly as a shut-in within his shell. 
Select your friends carefully and when 
their friendship is proven, stick to them 
and be true to them; there is nothing in 
the world like true friendship. On 
ruminating on the question as to what 
constitutes a complete and wholesome 
life, 1 am always drawn to that beauti- 
ful poem of Longfellow’s, ‘‘The Village 
Blacksmith.” 


Quick decisicn is not always snap decision; 
often it is decision matured by experience. 
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Bills Recezvable Record 


record becomes an important 

matter when a concern receives 
hundreds or thousands of notes receiv- 
able from its customers during each 
month. Some of these notes may be 
held until maturity, and others may be 
discounted. Such a condition 1s likely 
to be found, for example, in a whole- 
sale tobacco house and in the affairs of 
a dealer in furs or machinery. In the 
three instances mentioned, a series of 
notes is often received from a single 
customer, the notes maturing at 
monthly intervals. Some of the ma- 
turity dates are six, eight, ten, or even 
twelve months or more from the dates 
of the notes. 

An acceptable method of recording 
transactions in notes, which eliminates 
much of the difficulty ordinarily met 
with in making the record and in keep- 
ing track of the notes, is discussed 
below. A register of notes is provided, 
as shown by Form 1. A page in the 
register (or several pages if necessary ) 
is provided for a particular month. 
When a note is received, it is entered 
on the page in the note register pro- 
vided for the month in which the note 
will mature. 

From day to day posting is made from 
the bills receivable register to the credit 
of the customers’ accounts. The posting 
is made as of the date of the note and 


ae designing of a bills receivable 


“Method of Handling Note Trans- ‘ 


actions » © Illustrative Journal ' 
Entries 2 Form of Record 2 2 


At the end of each month, a recapi 
lation is made of the notes that we 
entered in the note register during that 
month. This recapitulation necessi- 
tates examining each page and deter 
mining the total of the notes ente 
during the month. For example, from 
the form illustrated, it appears that 
$1,750 of notes were received in Jam 
ary that bore maturity dates in Feb 
ruary. Similar entries would ha 
been made on sheets for March, April. 
May, etc. Assume that the March 
sheet showed entries aggregating 
$1,000, that the April sheet show 
entries aggregating $2,500, and that 
the May sheet showed entries aggte 
gating $3,000, it will be apparent t 
$8,250 of notes dated in January h 
been entered on the bill register. 

On the basis of the recapitulation 
made, entries would be made in the 
journal as follows: 


NOTES RECEIVABLE. 3): $8,250.00 

TO CUSTOMERS’ CON- 

TROL... obser 

For notes received in January, 

entered in note register, as 
follows: 


Folio 

1 Maturing in Feb. $1,750.00 
2 Maturing in Mar. 1,000.00 
3 Maturing in April 2,500.90 
4 Maturing in May 3,000.00 


: $8,250.00 
not the maturity date. ee 
BIELS RECEIVABLE; FEBRUAR YS: 10nemee 
Posted to ; 
Date From Whem Customers’ “os Due Discounted S 
BaNore Received Ledger Amount}| Time |] pate Payable at Remarks 
Folio Date | Amount 
Jan. |15}| William Jones...... 65 $500|00}|1 mo. ||Feb.|15|| National Park Bank. Paid Feb. 15 
Sil. Gr Bields...... os qr 1,000 }00}|r mo. ||Feb.|28|| His offices’: sche Renewed Feb. 8b 
note 30 days” 
30|| George French...... fae 250|00}|z mo. ||Feb.|28]| His office..... .....||Feb.| 1] $250]00 
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Under this plan the notes maturing 

during the month are listed in con- 
venient form for collection, and the 
details of all bills on hand can be 
secured from the pages for the current 
month and succeeding months. 
When a note is collected, entry is 
made in the cash-book. The cash-book 
contains a special column on the re- 
ceipts side in which collections of notes 
are recorded. On the basis of the cash- 
book entries, notation is made in the 
remarks column in the'note register to 
indicate the fact that payment has been 
made. At the end of the month, the 
zifect of the entries made in the cash- 
200k is as follows: 


Sith CS js Sa XX 


Zor collection. 


If for any reason a note is not col- 
ected, an appropriate journal entry is 
yassed as follows: 


lor note dishonored. 


_ The charge is posted to the account 
f the customer in the customers’ 
edger, and appropriate notation is 
aade in the remarks column of the bill 


egister from the credit part of the 
ournal entry. 


Ifa note is renewed, entry is passed in 
he journal as follows: 


MSTOMERS’ CONTROL........ XX 
tO BILLS RECEIVABLE...:... XX 
Or note due today renewed. 


The account with the customer in 
ae subsidiary ledger is charged with 
ae amount debited in the entry and 
ppropriate explanation is posted to 
te notes receivable register from the 
“edit part of the entries. The new note 
then entered on a new page in the 
otes receivable register, just as though 
had been received as an original 
latter. 
‘Many of the notes are discounted. 
Mtry is made in the cash-book for 
ich notes, and the amounts are ex- 
inded to a special column in the cash- 
jok, which is designated by the head- 
'g notes receivable discounted.’’ The 
Cts respecting the discount are posted 
om the cash-book to the column in the 
Ils receivable register entitled ‘‘dis- 
vanted.”’ The effect of the entry in 
‘¢ cash-book is indicated in the follow- 
g journal entry: 


TO NOTES RECEIVABLE 
BPO GOUN TED, is ee bc ae XX 
tt notes discounted at bank. 


Coal 
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WixiraM L. Keatine, C. P. A. 


NNOUNCEMENT has recently 
been made that Mr. William L. 
Keating, C.P.A., Connecticut, was 
admitted to the partnership of Philip 
N. Miller & Company, public ac- 
countants and auditors, on June 1, 
1926. Mr. Keating will be resident 
partner in charge of the Bridgeport, 
Connecticut, offic: 

Mr. Keating was born in Derby, 
Connecticut, November 19, 1890. He 
graduated from high school in 1906, 
and since that time for twenty years 
has been continuously engaged in in- 
dustrial cost accounting investiga- 
tions, reports to bankers, system work, 
and constructive accounting. Mr. 
Keating started the Pace Course in 
Accountancy in September, 1919, and 
completed it in February, 1922. He 
Secured his Connecticut C.P.A. certifi- 
cate in July, 1924. Several years ago, 
Mr. Keating joined the staff of Philip 
N. Miller & Company in New York 
as a senior accountant, and made such 
an excellent record that he has been ad- 
mitted to the firm. Mr. Miller, senior 
partner of Philip N. Miller & Co. is a 
former Pace Institute student and a 
former member of the Institute faculty. 

Mr. Keating is a worthy addition 
to the long list of Pace Institute men 
who are engaged in successful account- 
ancy practice. 
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On the last day of the month in 
which the notes mature, the amount 
column under the heading ‘‘discounted’’ 
in the notes receivable register is footed. 
The total of this column represents the 
amount of notes that have been pre- 
viously discounted that have matured. 
On the basis of this information appro- 
priate journal entry is passed as follows: 


NOTES RECEIVABLE 
DISCOUNTED Sa aee Aime Xe 
TO NOTES RECEIVABLE... .. 5. @ 4 
For notes receivable discounted that 
have matured. 


Should a note that has been dis- 
counted turn out to be uncollectible, 
the bank charges the concern with the 
amount of such note, and with inci- 
dental items such as interest, protest 
fees, and the like. The amount so 
charged against the concern is entered 
on the credit side of the cash-book as a 
disbursement. The effect of the entry, 
in regard to the principal amount of 
the note only is indicated in journal 
entry form as follows: 


CUSTOMERS’ CONTROL........ XX 

TO CASH | 72 Sateen art XX 
For customer's note previously dis- 

counted not paid at maturity. 


The foregoing plan is particularly 
suitable, as has been indicated, to the 
accounting for a concern that receives 
numerous bills receivable. If only a 
small number of notes are received, the 
plan is likely to prove cumbersome. 


B. J. McGInn, 

of the American Surety Co., 
SAYS: 

ab eee by employees 


handling money and securities 
are on the increase. Fashions change in 
crime as they do in medicine. Today 
the desire to own an automobile lies 
at the bottom of the peculations of 
many employees. It is not always the 
joy rider who steals, either, it is often 
the young married man whose wife in- 
sists on having a car in addition to a 
fur coat, platinum jewelry and all the 
other luxuries of modern life. 

‘“Another factor has been the move- 
ment to the suburbs where competition 
among neighbors in regard to cars, 
radio sets and so on has been too much 
for the salaried man.”’ 

Norte: Mr. McGinn is an old-time Pace 
student. 
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Accounting for Building and Loan 


Associations 
(Continued from page 15) 


If the member is going to build on a 

lot he owns, the value of the lot and 
the building when completed are taken 

into consideration by the board of 
directors or a committee of the board. 
Tf it is decided that the association will 
be safe in making the loan, provision 
is made for a mortgage on the lot and 
building. In the case of a completed 
building, the board decides upon the 
possible selling price of such building, 
and if the loan is approved, usually 
requires that the borrower pay part of 
the purchase price. . 

Loans may be made in the order in 
which applications are received and at 
a fixed rate of interest, say one-half of 
one per cent. per month, without prem- 
iums. Or, money available for the loans 
may be auctioned to the highest bidder, 
that is,to the member who is willing to 
make the largest payment of interest in 
advance or pay the largest premium for 
the loan. 

When the loan is made on the security 
of the member’s stock in the associa- 
tion, he is required to sign a note in 
favor of the association, authorizing 
it to sell the shares he has deposited 
as collateral, if he does not meet his 
note with interest at maturity. He is 
also required to assign his shares of 
stock to the association. 


Accounting System 


All the transactions of a building and 
loan association being on a cash basis, 
the accounting system is naturally not a 
complicated one. The association re- 
celves income in the form of cash 
teceipts of dues, interest, premiums, 
fines, loans paid back and entrance fees. 
It pays its expenses in cash, and makes 
cash disbursements in the form of loans 


or in liquidation of stock that has 
matured. 


THE IRVING BUILDING AND LOAN ASSOCIATION 


STATEMENT OF RECEIPTS AND DisBuRSEMENTS 
FOR YEAR ENDED DEcEMBER 31, ..... 


Recetpts 


Balance; January 1, . eee ccs o $ 
Dues 


Tasurance...<... 
Mortgage or Stock Loans Repaid 
Borrowed Money 
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AND LOAN ASSOCIATION’ of 
matured valueon Soy eee eee 
‘1. The holder agrees to purch 
these shares by the payment of $.... 


‘Disbursements 


Mortgage Loans Made.............. $ 
Stock Loans Madés 72.05 7a 


Loans.) 5). ese r 
Borrowed Money Repaid Banks...... 
Taxes and Legal Expenses..-)enameene 
Insurance: <7. boa eeaeeee 
Salaries 
Printing, etc..:. 0. + ane ee ee 
Balance, December 31, 


Form B. 


_ The principal book of account is the 
cash-book. In addition to this record, 
there is a roll book (somewhat similar 
to the stock book of a corporation), 
and a loan register. 


Subscription Blank 


When one desires to become a member 
of a building and loan association, he 
fills in a subscription blank similar in 
form to the one which appears on page 


14. 
Pass Book 


After a member has filled in the sub- 
scription blank and paid the entrance 
fee, if any, a pass book is issued to him. 
This book is similar in form to the pass 
book of a bank, including, in addition 


to the account part of the book, the 


number of the member on the roll book, 
the number of the series of stock he 
subscribed for, and a copy of the con- 
stitution and by-laws of the association. 

The more important matter, usually 


THE IRVING BUILDING AND LOAN ASSOCIATION 
MEMBERS’ ROLL BOOK 


Items and 
Amounts 


Members’ Names, Addresses 
and Details 


No. of 
Shares 


Balance 


De.| Cr. 


each month (before the last day of th 
month) until the shares mature. 

‘2. These shares will mature am 
be payable at their full value when the 
monthly instalments, regularly made, 


with the dividends compounded, equal 


‘3. Dividends at the highest rate 
declared by the Association will b 
credited to these shares semi-annually, 
in January and June, according to ac 
cumulated monthly balances. 

‘4. Withdrawal of these shares ma 
be made before maturity. Upon sud 
withdrawal, the holder shall be en 
titled to receive a return of the amount 
paid, but only 90% of the dividend 
credited. pag 7 

'5.. There are’ no (anes for ma 
payment of the monthly instalments 
but if this account at any time become 
in afrears to the extent of twel} 
months’ payments, these shares will | 
cancelled, and the payments thereot 


Series 16 
Year's | Year 
Jan. Feb. Mar April May June July Aug. Sept. Oct. Nov Dec. Total Balan 
Dr.| Cr.| Dr.) Cr. Cr Dr.}.Cr Cr.| Dr.j Cr | Dr.) Cr.} Dr.] Cr:| Dr.| Cr. | 


Dr.| Cr.| Dr.} Cr.| Dr. 


a 
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ith 90% of the dividends, will be 
ansferred by the Association to a sus- 
mse account, subject to withdrawal by 
e member, and thereafter to be 
edited with interest semi-annually 
the rate of four and one-half per cent. 
r annum. 

“6. Advance payments may be made, 
t for not more than a year in advance 
any time. 

“7. This book must accompany all 
yments, and all notices to withdraw. 
“8. No assignment or transfer of 
is pass book or the shares or moneys 
resented thereby, or any part thereof, 
ul be binding upon the Association 
less the same shall be in the form 
‘scribed by the Association and the 
‘eptance thereof satisfactorily at- 
ted by the signature of the new 
ner of the account. 

‘9. Members who make payments 
‘ough the mails must send the pass 
dk with the remittance. Money 
y be sent by registered mail or by 
stal or express money order or by 


premium. At cach monthly meeting, 
in the debit column for that month, he 


enters the charges then due. As they 


are paid, he enters the payments in the 
credit column for that month, opposite 
the debits or charges. He also keeps a 
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paytiients out of the funds of the asso- 
ciation, he must receive from the board 
of directors, an order drawn on him by 
the board, signed by the president, and 
countersigned by the secretary. The 
form of cash-book is shown on page 15. 


THE IRVING BUILDING AND LOAN ASSOCIATION 


STATEMENT OF Stock VALUATION 


No. of 


Shares 


Shares 


Series Loaned 


Stock Loans 
Book No. Amount 


Mortgage Loans 
Book No. Amount 


Paid on 
Each Share 


Book No. 


Value 
per Share 


Withdrawal 
Value per Share 


Books Paid in Advance 
Book No. Amount 


Books in Arrears 
Amount 


Form A. 


record of all cash receipts in a daily 
cash receipts book which is used for 
summarizing cash receipts before post- 
ing them to the cash-book proper. 


THE IRVING BUILDING AND LOAN ASSOCIATION 


ck. The Association will return the 
k properly receipted.”’ 


page 15. 
Roll Book 


‘he form of roll book is illustrated 
Page 20. 


-is kept by the secretary. He enters, 
;osite each member’s name, the 
bunt of monthly dues, interest, and 


STATEMENT OF AssETs AND LIABILITIES 
AS AT DECEMBER 31, ..... 
Assets Liabilities 

OLE E NS. 2 OT eee $ Duestockholders, ........ een $ 

MLB aS ae ee BulsPayables........... nn 

Baka MO afis Meg eA ee et interestsAcctued..,....... —en 

MeeestatedLoangeer vn Gsf.b....... Dues Paid inv Advance..... eee 

manicure and Pixtures.............. Surpluse,....-........... _—_—_ 
$ $ 

Form C., 


Cash Book 


1 form of pass book is illustrated On the debit side of the cash-book illus- 
trated are entered the cash receipts of 
each monthly meeting, distribution 
being made in the proper columns, the 
total receipts for the meeting being 
shown in the “‘Total’’ column. 


The credit side of the cash-book 


his record is a very important one shows all cash expenditures classified 
in proper distribution columns. 


Before the treasurer, whose duty it is 


to keep the cash-book, can make any 


THE IRVING BUILDING AND LOAN ASSOCIATION 
LOAN REGISTER 


Loan Register 


Upon making a loan, it is the duty of 
the secretary. to enter in the loan register 
a full description of the property, the 
amount for which it is insured, the 
name of the company in which it is 
insured, its assessed valuation, and 
other pertinent facts. A form of loan 
register appears on this page. 


Annual Report 


At the end of the fiscal year, or the 


calendar year, as the case may be, build- 
ing and loan associations prepare what 


“is known as an annual report. This 


annual report is sent to the state bank- 
ing examiner, or the superintendent of 
banks, in the states where building and 
loan associations are under the super- 
vision of a state department. This 
report, usually in a somewhat modified 
form, is also sent to present and prospec- 
tive stockholders. Particular attention 
is called to the ‘Statement of Stock 
Valuation, the Statement of Receipts and 
Disbursements and the Statement of 
Assets and Liabilities. These forms 
(A, B, C) which are used in the annual 
report are shown on this page and 
page 20. 


Fire Insurance Mortgage 
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The Work of the Board of Tax Appeals 


(Continued from page 13) 


resulted from the creation of this Board. 
“Its operations have unquestionably 
been a success measured by the quantity 
of the work and by its quality. It is a 
rather remarkable thing, I think, that 
the Board should have operated this 
long and that there should only have 
been some half a dozen cases appealed 
to the courts by the taxpayers and but 
four by the Bureau of Internal Revenue. 

““It.is a gigantic task that you mem- 
bets: of ithe’ (Board? haves saice pme 
large number of appeals has been rather 
alarming, but that came about by rea- 


son of the fact that the two years, 1920 


and 1921, were barred by the Statute 
of Limitations on the 15th of March, 
and the result was that a large number 
of jeopardy assessments were made and 
hence appeals to the Board. That 
situation is not as alarming as it appears 
on its face: |: 

Mr. Blair said that his Bureau is 
taking every step now to keep away 
from the Board the cases that should 
not gotoit. The attitude of the Bureau 
now is to notify the taxpayer to come 
in and settle his case before the Bureau 
if possible. He asked for friendly co- 
Operation, not only between the tax- 
payers and their representatives and the 
Bureau, but between the Bureau and 
the members of the Board of Tax Ap- 
peals. 

Chairman Green of the Ways and 
Means Committee said that all doubts 
as to whether the Board might func- 
tion successfully have been overcome. 
He said that the Board has a high func- 
tion. “This country came into being 
through a controversy over taxation 
matters. Nations have risen and fallen, 
dependent upon the way that the taxa- 
tion was levied and the manner in 
which it was enforced. * * * To my 
mind the perpetuation of our institu- 
tions and the preservation of this 
government depends upon the fairness 
with which our tax laws are executed 
and the eal which they carry. 

‘The Board of Tax Appeals has 
devolving upon it a great duty of show- 
ing as best it can through its decisions 
that the taxes levied by this govern- 
ment rest upon the solid ground of 
equity and justice. * * *’’ 

Senator Reed Smoot said that he 
knew that the present tax bill is not 
perfect, but that he knows also that 
it is a great advance over any other bill 
the country has ever had. 


Chairman Korner of the Board asked 
for an observance by the tax bar of the 
Board’s rules, which, he said, were 
born of experience, each one of them 
representing an jexperience. ~— The 
rules,’ he pointed out, “‘are not hit 
or miss, or based on theory alone, but 
have evolved out of the circumstances 
and problems arising out of nearly two 
years of work. 

“If we ate going to do this work, 
we must play the game and play it ac- 
cording to rules, and while I know that 
many people think that rules of evi- 
dence and rules of procedure slow down 
and hamper courts and boards, I am 
sure this is not true in the long run, 
and when finally analyzed, playing the 
game according to the rules will make 
the game faster. This is the experience 
of Anglo-Saxon jurisprudence.”’ 

The thought expressed at this dinner 
seems to be the opinion of the taxpaying 
public as to the excellent results ob- 
tained by the Board of Tax Appeals. 
[he record is one of which the Board 
and its members may well be proud. 


Method of Calculating 
Percentage 


HE following method for calculat- 

ing percentage has been submitted 
by Allan Muddiman, C.P.A., of Wash- 
inereme D.C. : 

“Being a graduate of your course I 
tread The Pace Student always with 
interest. 

“In your May 1926 number, on page 
19, there is an article entitled ‘Useful 
Mathematical Expedient.’ It deals with 
a method for the calculation of per- 
centages of individual items to a total 
of those items. 

“T think it would be proper to follow 
the article with the direct method for 
making the calculations with no more 
loss of time and with assurance of 
accuracy. 

“I recommend, therefore, the follow- 
ing ‘Method of Calculating Percentage 
of Individual Items to a Given Sum.’ 

‘In the instances in which it becomes 
necessary to find the percentage which 
numerous items bear to a given sum, 
and particularly in ascertaining the rela- 
tion of classification of percentage of 
detail sales to sales or percentage of 
detail expense to total expense or total 


sales, the following may be usec 

“To find the percentage which ‘ 
of the detail items bears to the tot; 
sum divide the total sum into 1¢ 
Using that result as a fixed multiplie 
multiply each of the individual iten 
and the respective results obtained wi 
be the percentages which the individu; 
items bear to the total. : 


Example: 
Class Amounts 
$ 28,246.21 
142,938.96 
43,277.31 
85,468.37 
121,946.39 
10,241.46 
40,875.42 
15,238.96 
12,432.21 
34,478.54 
28,376.45 


PH 


i 


H O\O CON DAY HW 


Lon 


$563,520.28 x 
563,520.28 divided into roo equals .0001774 
Item No. r 28,246.21 X .000177455 == 5.1 


“A little experience will soon pe 
the operator to work without the 
of the decimal point and the numerc 
ciphers.”’ 


Pace Pins 


HE Institute has on 
hand at the Cashier s@ 
office a limited supply of © 
Pace monogram pins. They ~ 
are supplied in two grades ~ 


with pin fasteners. | 
pin fasteners have a pat-_ 
ented safety catch.) am 


While the present supply | 
lasts they may be pur- 
chased at the following 
prices: q 


PACE INSTITUTE 
CASHIER'S OFFICE 


30 Cuurcu St., New Yor c 


Frederick A. Ross © 


THE death of Frederick A. Ross re- 
- moves from the accountancy field 
ie of the most devoted students of ac- 
untancy, and one of the most thor- 
igh-going practitioners of those serv- 
g the American business public. For 
dre than a quarter of a century he had 
lowed this calling assiduously, and 
ring all of that time he was noted for 
s constant delving into the problems 
accountancy, for his thoroughgoing 
sthods of practice, and for his continu- 
z efforts to advance the science of ac- 
untancy. The profession, with his 
ssing, loses one of its most valuable 
herents from the research and educa- 
mal point of view. 

Though not an educator himself, 
°. Ross had for years interested him- 
fin the training of young men in the 
sountancy field. Through his own 
n he had trained many accountants 
the intricacies of their profession, 
1 had, by his insistence on exact 
mpliance with what he conceived to 
the best practices of the profession, 
tilled in these men ideals which 
ve been of the greatest value to them 
1 to the profession. 

Co the many inquirers from the ranks 
young men who planned to make 
ountancy their life work—inquirers 
o turned naturally to him, as a leader 
the profession, for guidance and 
insel—Mr. Ross was always ready 
make suggestions as to plans for a 
irse of study. His own career, too, 
$ an inspiration to these young men, 
he had risen to a high place in the 
fession, from an unpretentious start. 
{ constant reader and student to the 
ie of his death, Mr. Ross extracted 
nm the fields of economics and history 
¢s which had an important bearing 
his chosen profession, and the in- 
nation thus gained was passed along 
lis associates, to young men, and to 
ers in the profession, by word of 
ath and occasionally through the 
lium of the printed page, or of a 
anical paper. It was his particular 
ght to engage in discussions with 
_ associates, particularly younger 
Duntants, on intricate points of ac- 
Mting practice and on questions of 
Jomics, in the course of which he 
sed along much of the valuable 
‘mation he had gained in his wide 
ling and still wider experience in 
yunting work. 


Men felt no hesitation in turning to 
Mr. Ross for criticism of their work, 
and for suggestions as to how to pro- 
ceed with knotty problems. In review- 
ing articles, addresses, or reports sub- 
mitted to him for criticism, his precision 
in expression immediately captured 
one’s interest and admiration, and in 
delivering a criticism his modesty and 
courtesy in presentation induced, and 
even compelled, one to come back for 
more. 


Freperick A. Ross 
1863-1926 


Perhaps the outstanding feature of 
Mr. Ross’s personality was his‘passion 
for exactitude. His career is an exempli- 
fication of this characteristic so neces- 
sary for the successful practice of ac- 
countancy, and it was in this quality 
in particular that he served as an exam- 
ple to younger practitioners, demon- 
Sstrating to them that this quality, 
which 1s expected as a matter of course 
in accountants, will, if developed to a 
high degree, be an important factor in 
bringing success to those who follow 
his calling. Much of the success: at- 
tained by Mr. Ross is ascribed by his 
associates to this one trait. 

“The most minute detail had to be 
as precise as the multiplication table,’’ 
said one of Mr. Ross’s co-workers. 
‘He loathed approximations. Compu- 
tations had to be carried out and 
proved to suit him. Likewise, in any 


presentation of facts, in the form of 
Written reports or statements, no spec- 
ious arguments would get past him. 
One had to be prepared at all times to 
prove assertions made. He was selec- 
tive in his processes. Though austere 
in his demeanor, and of the serious 
minded type which does not under- 
estimate responsibilities, Mr. Ross was 
approachable and ever willing to help 
others to work out solutions to intri- 
cate problems.”’ 

Mr. Ross’s pleasures were of the 
simplest character. He seldom indulged 
in recreation other than his annual 
vacation, and during late years did not 
travel much. A deep interest in civic 
matters was shown by Mr. Ross, as 
evidenced by his membership in a 
number of organizations outside the 
field of his profession. 

It was but a few years after the pas- 
sage of the first certified public account- 
ant law in the United Sta&tes, by the 
State of New York in 1896, that Mr. 
Ross entered the public practice of ac- 
countancy. Born in Brooklyn, N. Y., 
July 31, 1863, educated in the public and 
high schools, he had had some early 
manufacturing and commercial exper- 
ience in connection with accounting 
before he offered his services to the 
public. He became associated, in 1903, 
with the firm of Marwick, Mitchell & 
Company, now Peat, Marwick, Mit- 
chell & Company, and until his death 
he was with that firm, in which he be- 
came a partner two years after joining 
its staff. 

Mr. Ross spent several years in 
Minneapolis and for nearly five years 
he was stationed at Portland, Ore., 
still later he was stationed in Chicago 
and it was not until comparatively 
recent years that he came to New York. 

Mr. Ross was a member of the Ameri- 
can Association of Accountants, and, 
in 1916, became a member of the 
American Institute of Accountants when 
that organization succeeded the asso- 
ciation. In 1920 Mr. Ross was elected 
a member of the council of the Insti- 
tute, and served his term of five years. 
In 1923 and 1924 he served as a member 
of the executive committee of the Insti- 
tute. In 1925 he was elected a vice- 
president of the Institute, an office 
which he held at the time of his death. 
He was a certified public accountant of 
Wisconsin and of Minnesota, and a 


23 


24 


Chartered Accountant of British Colum- 
bia. He was a member of the Oregon 
State Society of Certified Public Ac- 
countants; of the Minneapolis Society 
of Fine Arts; of the Metropolitan 
Museum of Art; of the Uptown Club, 
New York; and of the Union League 
Club, Chicago. Mr. Ross was married 
in 1888 to Mary Seymour Raymond, 
and had three children, Raymond 
Frederick, Howard Seymour, and Helen. 
The first named died about five years 
ago. Mr. Ross made his town home at 
21 E. 66th Street, and had also a home 
at New Canaan, Conn., where he was 
buried July 2nd, with services in the 
chapel of the New Canaan Cemetery. 

Mr. Ross succumbed, on June 30th, 
to a malady which had held him in its 
grip for two yeats—angina pectoris. 
He virtually died in harness, for, in 
spite of his serious affliction, he had 
been steadily engaged at his business 
tasks up to June 25th, with the excep- 
tion of brief periods when his illness 
confined him to his home. 

With the passing of Frederick A. Ross 
the profession of accountancy loses one 
of its foremost exponents and most 
respected practitioners, a man who by 
his force of personality and meticulous 
adherence to the highest tenets of his 
calling had won for himself an enviable 
place in the business world, and the 
confidence and admiration of an ever 
widening circle. 


The C.P.A. and the Board of 
Tax Appeals 


(Continued from page 12) 


(6) That we congratulate the citizens 
of the Republic in being served by so 
ideal a group; that we felicitate prac- 
titioners in the privilege of addressing 
themselves to so thoroughly trained, 
courteous, upright, and human men; 
and that we envy the members of the 
board in their privilege of service; that 
we pay tribute to their high attain- 
ments, and that we bear witness to the 
confidence, esteem, and regard in which 
they are held by all who have dealings 
with them. 


HENRY J. - BORNHOFET ACPA. 
(Mass.), formerly a member of the 
faculty of Pace Institute, is now an 
associate professor of accounting at 
Boston University. 


L. K. WATKINS (C.P.A.), announces 
the removal of his offices to zo19 Liberty 
Bank Building, Buffalo. 
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What Are “Ordinary and N ecessary 
HX POUSCh 


ordinary or unnecessary expenditut 
in the maintenance of operation | 


2 Be federal income tax law provides 
that the taxpayer—whether an in- 
dividual or a corporation—when com- 
puting net income, may deduct “‘all of 
the ordinary and necessary expenses 
paid or incurred during the taxable 


-year in carrying on any trade or 


business. 

What are ‘‘ordinary and necessary 
expenses,”’ as the term is interpreted by 
the Treasury Department? The Solict- 
tor of Internal Revenue tells us, in 
Solicitor’s Law Opinion 1045, published 
in 1920, on page 133 of Cumulative 
Bulletin 3, issued by the Bureau of 
Internal Revenue. This is what the 
solicitor says in part: 


“Te is not en@émgh * * * that the 
deduction claimed should be expenses. 
* * * They must also be ‘ordinary 
and necessary.’ The use of the co- 
ordinate conjunction requires that 
‘expenses’ to be deductible be both 
‘ordinary’ and ‘necessary.’ Neither 
qualification alone satisfies the re- 
quirement of tligiseatute:)* 7)~ 


‘““Construing the phrase ‘ordinary 
and necessary expenses’ then in the 
connection in which it is used, having 
constantly in view the purpose of 
Congtess to raise revenue, there seems 
no room for question that the deduc- 
tion intended to be allowed is only 
of the usual or common and essential 
or reasonably necessary expenses in 
the case of a corporation doing a 
similar kind and volume of business, 
and, by implication, that extra- 


PACE ALUMNI ASSOCIATIO 
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the business or 


words ‘ordinary and necessary’ ¢ 


* * * be construed as referring tot! 


character of the expenses only ai 
‘In construit 


not also their amount. 
statutes words are to be taken in the 


ordinary sense.’ * * * “The popul 
or received import of words furnish 
the general rule for the interpretatic 


of pe laws as well as of priva 
and social transactions.’ 


9 
a 
7 


volume of business by corporatio; 
| 


generally.”’ 


The above opinion was rendered | 


connection with the provisions of t 
Revenue Act of 1916 to the effect th 


a corporation might deduct “alla 


the ordinary and necessary expens 


paid within the year in the mainte 


ance and operation of its business af 
properties. * * *.”’ The Revenue Act: 
1926 provides that a taxpayer (wheth 
individual or corporation) may de 
‘all of the ordinary and necessary 
penses paid or incurred during t 
taxablé year in carrying on any tta 
or business.’’ The limitation respec 
maintenance and operation laid d 
by the solicitor in his opinion, theref 
isnot applicable to the Sa stat 
The remaining parts o 

however, ate applicable. 


HE first regular Fall meeting of the Pace Alumni Associatio 


will be held on Saturday, September 25, at the Machinery Clul 


50 Church Street, New York. Plans are now being made to stai 


the season with an unusually interesting program. 


A speaker ¢ 


national prominence, Cordes and Marks, and songs by Joe My 


will be among the features. 


A more detailed announcement, and the name of the speaker wi 


appear in the September issue of The Pace Student. 


F. M. ScHAEBERLE, Executive Secretary 


| 


roperties a 
excluded. Nor is it believed that t] 


to the popular mind ‘ordinary at 
necessary expenses’ of a corporatic 
are those which are usual and esse 
tial to the doing of a like kind at 


the opinic 
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Two Opportunities 
For Accountants 


HAT old saying about Opportunity 

knocking once at every man’s door 
has been pretty well shattered in these 
days of rapid progress and development. 
The rapping in some instances beccmes 
as the beat of a drum, continuous, and 
Mounting in its intensity. The man 
inside the door in these modern days, 
too, frequently refuses to wait for the 
knocking, but goes out and makes his 
OWN Opportunities. 

Two opportunities have late 
months unfolded themselves before 
the gaze of accountants, with the 
enactment by Congress of two laws 
having an important bearing on the 
business structure and practices of this 
country. One of these laws makes pos- 
sible the arbitration of commercial 
disputes between business men of dif- 
ferent states; the other improves the 
administration of the bankruptcy law 
by adding to it some strengthening 
amendments. 

In both of these enactments account- 
mts may find opportunity to make 
wailable to the business public their 
special talents and training. The ac- 
sountancy profession today is recog- 
uzed as one of the foremost supporters 
of the principle of commercial arbitra- 
jon. If accountants will study care- 
ully the details of the operation of 
nodern arbitration statutes, they will 
’€ in a position to be of real service to 
heir business communitics. Further, if 
hey will lend their aid to the gigantic 
ask of bringing about the enactment of 
awdern arbitration statutes in the 
orty-four states which still lack them, 
hey will perform a worth-while service. 


: 


of 


~~ EDUCATION for the Profes- 
sion,’ was one of the important 
topics discussed at the International 
Accountants’ Congress held at Amster- 
dam. Dr. John T. Madden, dean of 
the School of Commerce, Accounts, and 
Finance of New York University, who 
attended the congress as the repre- 
sentative of the University, presented 
a paper on this subject. A review of 
Dean Madden’ paper, in conjunc- 
tion with the papers presented on the 
same subject by W. H. Elles, of 
Amsterdam, and FE. E. Spicer, of 
London, will appear in the October 
issue of this masazine. 
—Tue Epiror. 


Meetings of National 
Accountancy Societies 


HE meetings this year of the two 

national organizations of profes- 
sional public accountants take on great 
importance in the eyes not only of the 
accountants themselves, but of the 
business public as well, because of the 
rapidly enlarging sphere of the account- 
ancy practitioner, and of the increasing 
interest accountants are evincing in pub- 
lic affairs. The deliberations of both 
national bodies, at Atlantic City and at 
Washington, will be watched with in- 
terest, as upon their outcome will de- 
pend, in large measure, the progress to 
be made by the accountancy profession 
during the coming year. 

Problems of importance, not only to 
the accountants, but to the business 
public, will be discussed. For many 
months careful studies have been made 
by accountants and bankers of the forms 
of certificates that should be attached to 
financial statements prepared for credit 
purposes by public accountants. These 


studies were undertaken in the hope 
that to a certain extent statements 
might be standardized, so that a bank 
credit officer, in reading a certificate, 
might know just what ground the in- 
of the accountant 
covered. Bankers have complained of 


vestigations had 
too much divergence in accountants’ 
certificates, and of the use of wording 
which does not indicate as clearly as 
it should the exact amount of work that 
the accountant has done in preparing a 
statement, and to what extent he is 
willing to assume responsibility for it. 

It is expected that great progress in 
evolving a form of certificate that will 
be satisfactory to both banker and 
accountant will be disclosed by tke 
reports of committees this 
matter in charge. 


having 


This is but one of the important pro- 
gressive steps that will bé under dis- 
cussion by the accountants in tkcir 
annual meetings. The American Insti- 
tute of Accountants is to have its 
sessions at Atlantic City, on Tuesday 
and Wednesday of the week of September 
2oth; and the American Society of 
Certified Public Accountants will hold 
its business sessions on Wednesday even- 
ing, and during Thursday and Friday, of 
the same week, at Washington, so that it 
will be possible for public accountants 
who are members of both organizations 
to attend the sessions of both bodies. 

It is expected that there will result 
from the meetings much worth-while’ 
thought, following the presentation of 
papers by leaders of the profession and 
the discussions which will be held with 
respect to matters of interest to the 
entire profession. 

The meetings present an excellent 
opportunity for practitioners of account- 


I 


ie 


ancy to make valuable contributions to 
the literature and thought of the pro- 
fession. Both organizations invite all 
who are interested in accountancy to 
attend the open sessions, and it is to be 
hoped that students of accountancy who 
can do so conveniently will make it a 
point to attend and become acquainted 
with the men who are doing so much 
to advance the interests of this pro- 
fession. 


The Joy of Achzeving 
an Objective 


ERY few persons who bend all their 

energies, and who devote their 
whole thought to reaching a given 
objective, fail to attain that objective. It 
is the aimless wanderer who fails tomake 
what the world calls a success, because 
usually he is not going anywhere in 
particular, and consequently seldom ar- 
tives anywhere in the vicinity of that 
land called Success. 

To the man who plans his work care- 
fully, who has a well-defined program, 
who sets up for himself not only a 
distant goal to be reached, but minor 
marks along the way which he must 
reach within a given time—to that man 
comes something that is fully as valu- 
able as monetary remuneration for his 
labors; namely, the joy of achievement. 
The satisfaction of having accomplished 
something worth while, the glow of 
pleasure that comes with the realiza- 
tion that another success has been at- 
tained—these are the stuff of which 
life is made; they constitute greater 
rewards than coin of the realm, though, 
incidentally, they almost invariably 
mean the accumulation of that outward 
evidence of success. 

Measure your job; estimate what you 
should do; set up a goal for this week, 
for this month, for this year; then it 
will be possible to know whether suc- 
cess or failure has been your portion; 
then the joy of achievement will most 
often come to reward for those labor- 
ious hours that must precede the 
hours in which accumulated skill and 
wisdom make work congenial. 


James E. Downey, A.M. 


‘“ TDUCATION for business is a 

continuous process. The training 
given in the High School of Commerce 
is but one link in the ever lengthening 
chain of the educative process.’ 

So says James E. Downey, A. M., 
a prominent educator, who for sixteen 
years has been the headmaster of the 
High School of Commerce, Boston. 

“A few short years ago, says Mr. 
Downey, “the graduates of a commer- 
cial high school looked im vain for a 
school or college where they could con- 
tinue their educational training in 
their chosen field. Today the situation 
is different. In the large cities there 
are schools of superior merit of college 
grade where a graduate of a commercial 
school may continue his study, even to 
the point of preparation for the 
C. P. A. degree, and where a graduate 
of a comprehensive high school may 
start his commercial education at the 
beginning.” 

Professional accountants will, no 
doubt, agree with Mr. Downey with 
respect to the opportunities for training 
available to the young man who has 
completed the prescribed work of a 
commercial high-school course. 

Commercial high schools are a vital 
factor in the preliminary training 
necessary for ultimate vocational suc- 
cess in professional accountancy prac- 
tice or in business. Mr. Downey, 
therefore, by reason of his educational 
work, is rendering a distinctive service 
to his students, to the public, and to 
the accountancy profession. 
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The Pace Student 


The Importance of a 
Wise Vocational 
Deczszon 


O BE happy in one’s work is, in a 

majority of cases, to be proficient, 
efficient, and productive. To be engaged 
in an uncongenial task, in which one is 
not interested, tends to reduce effective- 
ness and the productive output of one’s 
labors. To all of us come a few, at 
least, of uncongenial tasks, along with 
those that are more enjoyable; but each 
individual owes it to himself or herself 
to choose an occupation which will 
provide the fewest uncongenial labors 
and the greatest number of tasks which 
are enjoyable and that call forth one’s 
best powers, deepest thought, and 
closest interest. 

How many of us have deliberately 
faced the problem of choosing the kind - 
of work for which we are best fitted by 
nature and by inclination? How many 
of us have deliberately plotted out a 
career, have set for ourselves a definite 
objective, have, in fact, budgeted our 
resources, consisting of our natural 
talents and the all too limited number 
of working hours and days allotted to” 
us in which to improve those talents” 
and to perform something worth while 
for our fellow men? a 

Accountants have come to know the 
value of wise planning, of budgeting, 
of making full use of their own exper 
iences and of those of others, in ordet 
to secure the maximum results from a 
given amount of resources. The num- 
ber of men and women, however, who 
drift aimlessly, who change their occtil 
pations frequently because they have 
not given sufficient thought to choosing 
one for which they are fitted by inclina- 
tion and training, is large. It 1s en 
couraging to note, however, that it is 
coming more and more to be the custom 
for young men and young women to 
take careful stock of their resources, 
to obtain the best advice obtainable as 
to the kind of work in which they 
should engage, and then to follow 4 
well-defined course of action_and study 
and work. 
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The Spirit of 
Self-Education 


[DIVERSIFIED occupations, many of 

them unique in character, are pur- 
sued by men attempting to complete 
the academic requirements of American 
universities and colleges. A surpris- 
ingly large number of the undergraduates 
of these institutions are earning a large 
part of their way through school— 
some of them all expenses. 


Statistics obtained from a half-dozen 
of the larger universities of the East re- 
veal that the percentage of the under- 
graduate student body earning their way 
in whole or in part averages almost 
forty per cent. These statistics are repre- 
sentative of those universities which are 
very often termed, by the public, ‘‘rich 
men’s schools.”’ 

The types of work done by the student 
workers are diversified and interesting. 
Labor for room and board produced the 
largest amount of income. In one school 
alone this figure reaches almost $125 ,ooo 
for one academic year. Five hundred 
and seventy-nine ‘men produced this 
amount. Occupations of a vocational 
nature include clerical work, typing, 
designing, drafting, selling, and shop 
work. Besides these somewhat usual 
types of work, some men served as 
artists’ models; others submitted to 
blood transfusions; others served as 
detectives; as many as thirty from one 
university worked as railway mail 
clerks; and others served as readers to 
the blind. In addition to the positions 
mentioned, a large number did odd jobs 
—manual labor in connection with 
athletic activities, tending furnace, and 
the like. 

The above statistics do not include 
in many instances income earned in 
summer positions which amount, if 
included, would swell the total of the 
yearly student-earned income. 

The case of one student who earned 
a greater part of his way through col- 
lege will be of interest. His jobs 
ranged from waiting table, tending 
furnace, serving as a truck driver, 
caring for a lawn, and unloading feed 


to playing in an orchestra. These were 
some of the jobs he filled from time to 
time while still carrying a full schedule 
of academic work. In addition to the 
work performed during the school year, 
a full summer’s work was always ahead 
when vacation time came—and usually 
all other vacation periods were used in 
producing enough income to keep a 
couple of wecks ahead of the ever- 
increasing needs of the budget. 


This is but one case typical of thous- 
ands. It is merely indicative of the 
spirit of self-education which dominates 
in America, irrespective of the prevail- 
ing odds. The overtime student body of 
this country—that is those students who 
pursue rigorous courses concurrently 
with procuring income for self-support— 
would reach an enormous total if the 
number could be determined. 


The Growth of Banking 
S2nce 1781 


 A-l- THE préseqemtime: there are 

about 27,500 commercial banks in 
the country. The story of the growth 
in our banking facilities from the date 
of the establishment of the Bank of 
North America in Philadelphia in 1781, 
to our present widespread multiple 
system of State and National banks, 
and from the Revolutionary War when 
Continental Notes. were quoted at 
1/225th of their face value to -our 
present world-prominent position in 
support of the gold standard, is a tale 
of constant, stirring action. 


‘In 1811 there were only 88 banks in 
operation, all along the Atlantic sea- 
board. By 1860 there were 1,392, all 
small local institutions with combined 
capital of $421,880,095 and deposits of 
but $253,802,129. From the beginning 
of the Civil War, through the vicissi- 
tudes of the latter half of the nincteenth 
century and down to the present time, 
the expansions, both in the resources 
and number of our banking institutions, 
have been fairly steady.’’—From *'The 
Story of Commercial Paper,’ published by 
the National Credit Office. 


Municipal Accounting 
Officers’ Publication 
is interesting to note that the 


E: 

National Association of Comp- 
trollers and Accounting Officers, which 
has been in existence more than 
twenty years, is to publish an official 
journal, and is beginning to obtain 
the recognition in the accounting field 
to which it is entitled. The members of 
this association are the men who guard 
the receipts and disbursements of muni- 
cipalities, states, and counties; their 
problems are difficult; they are helped in 
their solution by the activities of the 
association. Public accountants and 
others in the accounting field, have long 
made a study of municipal accounting 
systems and are frequently called in by 
cities, counties, and states to help in 
checking and devising accounting sys- 
tems. Saving the taxes of the public is 
an undertaking of the utmost importance; 
and it is pleasing to note that state, city, 
and county comptrollers are making such 
progress in the solution of their prob- 
lems. An article descriptive of the 
association and of its recent annual 
mecting appears in this issue of The 
Pace Student. 


Our Invisible 
Balance Sheet 


“FTAHE figures which make up our 

financial balance sheet are definite 
and visible, but they tell only part of 
our story. 


“For we have an invisible balance 
sheet that is equally important. On 
this sheet are entered our standing with 
this community and our reputation in 
terms of your good-will and confidence. 


“Tt is part of this Company's funda- 
mental policy to deserve your friendship 
by good service, by reasonable rates, 
and by courteous attention to every 
customer we have.’’—From an advertise- 
ment of the Brooklyn Edison Company in 
‘Brooklyn,’ published by the Brooklyn 
Chamber of Commerce. | 


Stuart C. McLeod, Secretary of National 


Association of Cost Accountants 
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ei ULLY eighty per cent. of busi- 
ness is a matter of human rela- 


tionships—an award in them- 
selves, and many failures are due to 
lack of understanding of other men and 
lack of tolerance for other men’s ideas.”’ 

This was the climax of an interview 
with Dr. Stuart Cameron McLeod, ex- 
ecutive secretary and business manager 
cf the National Association of Cost 
Accountants. 

As he paced his office on the twenty- 
first floor of the Bush Building, 130 
West 42nd Street, with its view of 
Central Park lying green between the 
silver glints of the two rivers, I got the 
impression of an out-of-door man, sun- 
burned, with little laugh crinkles at 
the corners of his eyes, a man who likes 
people, and who, because he likes peo- 
ple, is able to inspire a gathering of men 
with his-own enthusiasm for industrial 
accounting or other things. And sure 
enough, I was right; for imbedded in 
the story of the seven league strides of 
that notable development which is 
today the National Association of Cost 
Accountants, to which he has contri- 
buted largely by his personal efforts, 
he admitted, (1) that he has never been 
able to work sitting down; (2) that he 
spends much time trying to persuade 
himself that he can plav golf; G) that 
he once did ‘humorous stuff’’ for a 
newspaper; and (4) that his personal 
associations with the N. A. C. A. men 
are among the greatest satisfactions of 
his business career. 


Secretary of Fast-Growing 
Association 


The membership has increased from 
nothing at all in November, 1919, to 
almost 4,000; with no endowment the 
Association has built up a cash surplus 
of $80,000; it represents over 2,500 
plants, and includes men from France, 
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England, Germany, South Africa, South 
America, India, China, Australia and 
other foreign parts. Twenty-eight chap- 
ters, including one in Honolulu, hold 
monthly meetings eight months of the 
year (at this point Dr. McLeod showed 


See 


ear C. McLeop 


me an interesting chart on which, by 
means of colored pins, is recorded the 
progress of the chapters throughout the 
year), and more than 300 publications 
new totalling over 2,000 pages per 
year of cost material (some of which is 
translated by European technical maga- 
zines), have been issued. 

“It was pure accident,’’ confessed 
Dr. McLeod, between meditative puffs 


Biographical Sketch of Executive Secretary of 
Important Accountancy Association 2» Interesteng 
Sidelights of his Career 2» By ALLEN CHAFFEE 


at his cigarette, “that I became con- 
nected’ with the N. A. C. A. But that 
is not unusual. I am afraid I have never 
budgeted my life very carefully. For 
the mest part it has just happened to 
me. My father came of a military 
family and my mother of a long line of 
Scotch Presbyterian ministers with an 
odd cattle thief here and there. Pos- 
sibly the Scotch may account for my 
natural instinct for cost accounting. 
The Scotch are said to take a keen in- 
terest in the elimination cf waste. 


Early Experiences 


“When I appeared on the scene in a 

small town in Canada, near Ottawa, 

Ontario, they were unable to decide 

in which direction lay the destiny of 
their only child. They compromised 
by sending me to a Church of England 
College in Toronto University. When 
I was graduated in 1906, I didn’t know 
what I wanted to do, and, if I had not 
happened to have a college friend whose 
father was connected with the Standard 
Oil Company of Kentucky, I might have 
turned out to be a bond salesman, which 
would not have been such a tcugh break 
for the cost accounting business. In- 
stead, I started working for the Stan- 
dard Oil Company in Cincinnati. This, 
and a later position with the Gulf. 
Refining Company, involved traveling 
all over the southern states at a time 
when the South was still using wood- 
burning locomotives, and when it was 
not unusual’ for the passengers to pile 
out and help the crew rustle enough 
wood to get the old engine on to the 
next stop. Finally, one day we got 
stuck in a wash-out, and before the 
road-bed was in working order I wa 
in the hospital with typhoid fever. 
That ended my petroleum career, and 
returned to Canada and went into news- 
paper work. : 
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“Then some time later I was called 
to Harvard University as an Austin 
Teaching Fellow in the Department of 
Government.’ 

“Why was that?’’ I wanted to know. 


In Educational Work 


“That is something no one, not even a 
cost accountant, has ever been able to 
igure out. However, I taught at Har- 
vard for five years, during which time I 
ecame a Doctor of Philosophy, al- 
though I must confess that most of my 
Shilosophy has come from people 
ather than from books. Shortly ane 
hat I came to New York when the 
Department of Public Affairs in New 
York University School of Commerce, 
Accounts, and Finance was established. 
While there, I was in charge of the 
ganization of the Wal! Street Branch 
f New York University. Later I be- 
ame director of the Day School of 
ommerce at Washington Square. Then, 
ust when I had resigned myself to be- 
oming a great educator, ! suddenly 
yoke up one day and found myself 
ecretaty of a private corporation en- 
aged in preparing courses of training 
1 the field of business. In the fall of 
919 I gave that up to take a job in 
outh America, but just a short time 
efore I was due to sail, chance again 
90k a hand in the game and I ran into 
ly old friend, Major J. Lee Nicholson, 
rho had just launched this association, 
ad who wanted to get someone to set 
p the administrative machinery. I 
greed to devote three months to it, and 
ere I have been ever since; and, in spite 
"its initial bad luck in getting me,”’ 
> laughed, “‘it has had a remarkable 
‘owth. . 
At that time American industry was 
cing one of the most serious situations 
its history, and I think the funda- 
ental cause for our success has been 
at we were, in that crisis and since, 
le to fill a real need in the industrial 
ructure of this country. Looking for 
ery possible instrument which might 
of service in the process of adjusting 
emselves to an entirely new set of 
nditions, the management of Ameri- 
n industry and the financial powers 
ck of it, during the last seven years, 
ve been placing greater reliance upon 
counting information as a tool of 
tmagement, and have consequently 
en imposing greater sapere tg 
on their accounting departments. 
‘ere is scarcely a concern of any im- 
rtance in the United States today that 
tot making much greater use of its ac- 
anting information in the determina- 
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tion of policies than it did ten years 
ago. The age of guesswork has passed 
forever. If American industry is going 
to maintain its place in the markets of 
the world, it is going to do so only 
through the effectiveness of its manage- 
ment; and its management is going to be 
effective only@fo the extent that it bases 
its policies upon facts, instead of upon 
general estimates. The modern cost sy- 
stem, if properly understood and used, is 
capable of providing all the essential data 
required for the determination of policy 
in every department of a business. 


Facts About N. A. C. A. 


“We are not, strictly speaking, a pro- 
fessional body, though our membership 
includes most of the leading profes- 
sional accountants. We have talked of 
changing the name of the Association 
to better indicate our relationship to 
the whole field of industrial accounting. 
In the course of a year, through our 
chapter meetings, regional conferences, 
and national conventions, we bring 
into personal contact with one another 
somewhere between 15,000 and 20,000 
of the men who are concerned with the 
accounting problems of American indus- 
try. 
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“Next to the fact that we fill a real 
place in the industrial structure of the 
country, I think the greatest source of 
our strength has been the intense 
loyalty of our individual members. 
We have always laid emphasis upon the 
human side of our work, and our mem- 
bers take a personal pride in the fact 
that they have all had a part in building 
an association which has such a credit- 
able record of accomplishment. This is 
splendidly illustrated by the work of 
the officers of our twenty-eight chap- 
ters. Each chapter requires about ten 
officers and directors. These 275 or 280 
men meet two or three times a month 
cvery month in the year, and it is very 
largely due to their diligence, loyalty, 
and ability that we have been able to 
establish our chapter work on such a 
substantial basis in such a short period 
of time. 

“When you have an idea that is 
sound, supported by a representative 
group of intelligent men who thor- 
oughly believe in it and who are inter- 
ested in its development, success is 
inevitable. That is what has happened 
to the National Association of Cost 
Accountants in spite of the Secretary 
who happened to be wished upon it by 


Fate. 


Financing Through the Commercial- 
Paper Broker 


@e5 point which is of considerable 
importance in the flotation of com- 
mercial paper is the ratio of quick assets 
to current liabilities shown by the 
balance sheet of the concern issuing the 
notes— ‘quick to debt’’ as it is called. 

There is a more or less general agree- 
ment among papcr-buying banks that 
for a concern to have its paper offered 
on the open market, it must produce a 
Statement showing a ratio of at least 
2 to 1—that is, it must have at least 
two dollars of current assets to every 
dollar of current liabilities. As a matter 
of fact, a safe or conservative ratio can- 
not be fixed so arbitrarily, because of 
the wide diversification of the lines of 
business that use the open market. 

The minimum conservative ratio 
varies with the line of business, rate of 
turnover of merchandise, and the like. 
As a general rule, lines of business with 
a very rapid merchandise turnover need 
not show as large a ratio as those that 
turn their merchandise less frequently. 
For example, a meat packer’s paper, 


whose financial statement shows a ratio 
of 1.60 to 1, may be a better risk than 
the paper of a concern selling pianos, 
perhaps on the installment plan, whose 
statement shows a ratio of 3 to 1. 

There are various other ratios that 
are studied in connection with different 
lines. of business, such as the ratio of 
sales to merchandise, sales to receiv- 
ables, and receivables to merchandise. 
The chief value of these ratios is in. 
comparison with the ratios of other 
houses in the same line of business. 

In connection with the study of the 
financial statement, great emphasis is 
also placed upon the moral risk in- 
volved, as eyed by the reputation 
of the concern whose paper is to be 
floated. The concern is best judged by 
the personal reputation of the indi- 
viduals in charge of the business, by the 
firm's antecedents and history, and by 
the regard in which it is held by the 
banks and trade houses doing business 
with it.—Excerpt from graduation thesis 
of Herman J. Muller. 
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International Accountants’ Congress 


Gea 


LOWING reports of the success of 
e the International Accountants’ 

Congress at Amsterdam, Hol- 
land, early in July, have been brought 
back to this country by the American 
delegation. The congress was well 
handled and was, according to the 
leaders in American accountancy who 
attended, productive of much construc- 
tive thought relative to progress made 
by accountancy throughout the world 
during the past decade. The congress 
also produced much in the way of de- 
tailed planning for future developments 
in the accountancy field, it is reported. 
That the effort of planning and carrying 
out the congress was distinctly worth 
while, and that it engendered friendships 
that will long be cherished by the dele- 
gates, is the consensus of opinion of 
those who were fortunate enough to 
take part in the deliberations and the 
attendant social functions. 

The value to the world of such a gath- 
ering isinestimable. For years the effects 
of the congress will be felt, in improved 
methods of accountancy and in a wider 
application to the business of the world 
of the principles discussed by the ac- 
countants in attendance. 

The comparison of methods in use in 
various countries, in widely separated 
sections of the civilized world, which 
was afforded by the presence in one gath- 
ering of 450 delegates representing eight- 
een nations, will, it is believed, give to 
the profession of accountancy an im- 
petus that will have a distinct bearing 
on the industry and commerce of the 
world, and will work for a more orderly 
handling of business, especially inter- 
national transactions. 

That another such congress should be 
arranged in from three to five years was 
the unanimous expression of those who 
went to Amsterdam. That the next 


congress, when it is arranged, will in all 


likelihood be held in the United States, 
can almost be stated definitely at this 
time. 


6 


There was a pronounced sentiment on 
the part of the Americans in attendance 
at the congress that an invitation should 
be extended to the accountants of the 
world to meet in the United States in 
from three to five years. There had been 
some discussion of this on the part of 
the Americans before they left for Am- 
sterdam. An informal gathering of the 
delegates resulted in a determination to 
form a skeleton organization, to func- 
tion until plans for another congress ate 
made. E. Van Dien, president of the 
congress, and A. Frese, secretary of the 
congress, were designated to constitute 
the skeleton organization. 

Entertainment features of the program 
included a concert on the Wednesday 
evening prior to its opening, the musical 
program being provided by the munici- 
pality of Amsterdam. The following day 
the delegates were entertained in Rotter- 
dam, paid a visit to the port, and at- 
tended a banquet at The Hague in the 
evening. 

The full value of the Congress can not 
be realized by American accountants for 
several weeks to come, as it will take a 
few weeks to prepare a collection of the 
papers presented, and of the discussions. 
This work is to be done in this country 
by A. W. Shaw & Company, of Chicago. 

Dr. John T. Madden, dean of theSchoo! 
of Commerce, Accounts and Finance, 
and professor of accounting of New York 
University, who attended the congress 
as representative of the University, 
brought back with him printed copies 
in English of all the papers presented. 
He himself presented a paper on “‘Edu- 
cation for the Profession,’’ concerning 
which much favorable comment is heard. 

Two other papers on this topic were 
presented, by W. H. Elles, of Amster- 
dam, and E. E. Spicer, of London, Eng- 
land. -A review of these two papers 
in conjunction with the one by 
Dean Madden will .appear in a 
future issue of this magazine. The 
three papers on this subject con- 


Accountants from Many Countries Attend 2 
Interesting Papers Presented 2» Accountancy 
Profession Greatly Benefited by Congress 27 


stitute a presentation well worth the 
study of those now preparing for ac- 
countancy work, and of those who con- 
template undertaking such study. 

The scope of the papers presented and 
of the discussions which followed indt- 
cates clearly the value of the congress, 
and serves to show what is in the 
accountant’s mind, no matter from what 
country he comes. 

‘The Accountant's Certificate in Con 
nection with the Accountant's Respon- 
sibility’’ was discussed by Sir William 
Plender, of London, England, a membet 
of the Council of the Institute of Char 
tered Accountants in England and Wales 
He stressed the importance of account 
ants having a clear conception of thei 
duties and responsibilities with relatioi 
to certificates issued by them. | 
brought out the point that in Gr 
Britain ‘‘the profession of an accountam 
is not exercisable under any legal enact 
ment and the accountant has therefot 
no legal status in the same way as) 
lawyer.’’ Lacking this legal status 
‘‘the practice of the profession of a 
accountant by members of recognize 
bodies with disciplinary powers ha 
long been accepted and regarded it 
Great Britain by the courts and thi 
business community as one of higl 
standing and responsibility.”’ 


Thoug 
no acts of Parliament define the dutte 
and responsibilities of accountants, th 
courts have frequently considered am 
ruled on those duties and responsibi 
ties. The speaker reviewed many ¢€ 
those judgments of the courts. 

Frederick Bunger, of Germany, am 
Professor Th. Limperg, Jr., follows 
with discussions of the same subject. 

“Industrial Organization and Mz 
agement’’ was another subject whi¢ 
was gone into thoroughly. Professor 
Carlioz, of the Commercial Universit 
Paris, presented a comprehensive papt 
on this subject. 

‘‘ Legislation for the Profession’ wa 
discussed by Colonel Robert H. Mont 


gomery, of New York, and by Dr. I. 
Goudeket, of Amsterdam. A review 
of Colonel Montgomery’s paper by 
Homer S. Pace, of New York was 
presented to the congress. Colonel 
Montgomery's paper and the discussion 
of it by Mr. Pace have already 
been presented to readers of this pub- 
lication. 

“Standard Costs as a Basis of Man- 
agement and Industrial Control’’ was 
discussed in three papers. One was 
presented by C. Hewetson Nelson, of 
Liverpool, England, a member of the 
souncil of the Society of Incorporated 
Accountants and Auditors; another by 
Professor J. G. Ch. Volmer, of the 
[echnical University, Delft, and Neth- 
srlands Commercial University, Rotter- 
lam; and another by Professor J. Anton 


Group picture of accountants in attendance at Congress. 
E. Van Dien, president of the Congress, is fourth from left in the front row. 
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de Haas, professor in the School of Com- 
merce, Accounts, and Finance of New 
York University. These discussions of 
standard costs proved to be of excep- 
tional interest and value. 

‘Valuation for the Balance Sheet and 
Profit’’ was presented in two papers, one 
by Professor J. M. Clark, of the Univer- 
sity of Chicago, and another by Pro- 
fessor Doctor F. Schmidt, of the Univer- 
sity of Commerce, of Frankfort. These 
discussions, too, contained much of 
value to the student and practitioner of 
accountancy. 

A subject that proved to be of excep- 
tional interest was ‘‘The Accounts of 
Local Authorities.’’ Four papers on this 
subject were presented: by L. Bethoux, 
of Lyons; by H. A. Verhey, of Amster- 
dam; by Walter Meywald, of Berlin; 
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and by F. Ogden Whitley, city treasurer 
of Bradford, England. This series of 
papers should provide texts for months 
of study by public officers. 

“Increasing and Diminishing Returns 
in Connection with Cost Price’’ was 
discussed in two papers: one by Pro- 
fessor Doctor N. J. Polak, of the Nether- 
lands Commercial University, Rotter- 
dam, member of the Netherlands Insti- 
tute of Accountants; and one by William 
S. Kemp, New York, member of the 
Council of the National Association of 
Cost Accountants. This, too, proved 
to be an interesting discussion, which 
should prove to be of great value not 
only to accountants but to industrialists 
and merchants. 

‘Accounting Machines, Appliances 
and Methods’ was discussed by W. 


Tak:n on steps of Colonial Institute, Amsterdam. 
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Desborough, of London, England, and 
“Office Machines, Appliances and 
Methods,”’ by Professor Doctor Balduin 
Penndorf, of the faculty of the Univer- 
sity of Commerce, of Leipzig. Much of 
value was presented in these discussions. 

‘The Organization of Large Account- 
ants’ Offices in Connection with the 
Accountants’ Responsibility’’ consti- 
tuted a subject of discussion for two 
papers, one by H. R. Reder, of Amster- 
dam, and another by Sir Albert William 
Wyon, of London, England. They pre- 
sented interesting facts regarding the 
formation of accountants’ organizations, 
and the duties of the varous constituent 
members. 

An interesting picture of the status of 
accountancy in many countries, and of 
what accountants everywhere have in 
mind as the coming developments, is 
presented by the congress. Progress 1s 
in advance of the printed page, and the 
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discussions which took place in Amster- 
dam foreshadow the changes that may 
be brought about in the near future, not 
only in this country, but throughout 
the business world. It was apparent 
that the American accountant had 
much of value to contribute to the sum 
total of knowledge of accountancy as it 
stands today, and that the practices that 
have developed in this country are being 
watched and studied with interest by 
accountants in other countries. 

This is but a natural development, in 
view of the rapid growth of industrial 
and commercial enterprises in this 
country, necessitating a corresponding 
development on the part of the account- 
ant, so that he might be equipped to 
perform the services demanded of him. 

The proceedings of the congress are 
worthy of careful study, which should 
result in giving a decided impetus to the 
profession in many countries. 


Annual Meetings of National 


Accountancy Organixations 


Professional Practioners Hold Meer- 
ongs This Month 
Speakers Wall Address Gatherings 2 


AOS mile post in the journey 
of public accountancy will be 
reached when the two national organ- 
izations devoted to the interests of pro- 
fessional practitioners hold their annual 
gatherings in September—the American 
Instituteof Accountantsat AtlanticCity, 
N. J., September 21st and 22nd, and the 
American Society of Certified Public Ac- 
countants at Washington, -D. C., Sep- 
tember 22d, 23d, 24th and 25th. Many 
accountants will attend the sessions of 
both organizations. 

Members of both organizations will 
find much to claim their earnest atten- 
tion and study, and the discussions 
should be productive of great good, not 
only for the profession itself and those 
who follow it, but for the business pub- 
lic as well. The rapid advances We by 
the profession entail changes in methods, 
in practices, and in some cases in the 
relations between accountants and their 
clients. 

The gatherings provide means for an 
annual stock taking and survey of the 
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pipes of the year, and for planning 
or the years ahead. 

The Council of the American Institute 
of Accountants will hold a meeting on 
Monday, September 2oth, at Washing- 
ton, D.C. The Council is the governing 
body of the Institute, and for legal 
reasons must hold one session this year 
in Washington. Following the two 
open meetings of the entire membership, 
on Tuesday and Wednesday, September 
21st and 22d, at the St. Charles Hotel, 
Atlantic City, the Council, with the 
new members who were elected at the 
annual meeting in attendance, will hold 
a meeting Thursday, September 234d, 
also at Atlantic City. 

All persons interested in accountancy 
are welcome, and are invited to attend 
the open sessions of the Institute on 
Tuesday and Wednesday, when specially 
prepared papers on subjects of interest 
to accountants and in some instances to 
the general public as well, will be pre- 
sented, and the routine business of the 
Institute transacted, including the pre- 
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sentation of such reports as the Council, 
on the bye day, may have ordered 
laid before the general membership. 


P. W. R. Glover, of New York, also 
an officer of the New York State Society | 
of Certified Public Accountants, will | 
present a paper on ‘Regulation of : 
Accountancy by Law.’’ Mr. Glover is | 
chairman of the Committee on Legis- 
lation of the New York State Society, 
and took an active part in the hearings 
at Albany, N. Y., last spring when 
several measufes affecting the public 
practice of accountancy, were up for 
consideration. 

Henry B. Fernald, of New York, will 
present a paper on ‘Accountants’ Cer- 
tificates,"’ in which comment will bal 
made on some recent developments to-| 
ward standardization of certificates. 
Other papers will be included in the 
program, but they had not been deter- 
mined on when this article was pre- 
pared. Election of officers, of members 
of the Council, and of some committees, 
will be a part of the business session. 


A meeting of examiners will be held 
on Monday, September 20th, at Atlantic 
City, when members of the board of 
examiners of the Institute will confer, 
with members of state boards of, 
accountancy. : 

Play for the Missouri golf trophy will 
be one of the entertainment features of 
the convention. It will bea part of the 
annual golf tournament of the Institute. 
Four-man teams, representing chapters 
of the Institute or state societies of 
accountants, will compete for the 
Missouri trophy. This event is set for 
Monday, September 20th, at the Sea: 
View Country Club. 9 

Members of the Society of Cert fied 
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Public Accountants of the State of New 
Jersey will act as hosts at a luncheon ia 
members of the Institute who are attend- 
ing the meeting, on Tuesday, September 
22d. It is announced that special enter 
tainment will be provided for women 
who accompany members to the meet 
ings. 

The District of Columbia Institute 
Certified Public Accountants will be 
host to the American Society of Certifie 
Public Accountants for its annual mee 
ing. While September 22d is announced 
as the opening date, with a golf tourna 
ment and trap-shooting contest on this 
day, and the annual meeting of officers 
directors, and state representatives if 
the evening, the general convention 
sessions will open on Thursday, Se 
tember 23d. The golf tournament wi 
decide possession of the Springer cup. 


(Continued on page 24) 


Amendments/oNational Bankruptcy Act 


is the enactment of amendments 
to the National Bankruptcy Act, 
designed to strengthen the law in such a 
Way as to prevent its misuse by the 
unscrupulous. On August 27, 1926, the 
recently enacted amendments, which 
were approved by President Coolidge on 
May 27th, became effective. To 
accountants, concerned with the liqui- 
dation of estates and their proper admin- 
istration, frequently in the role of 
receivers cr trustees, the changes made 
in the bankruptcy statute are of particu- 
lar interest, so much s0, in fact, that the 
American Institute of Accountants, 
through its Bureau of Public Affairs, 
the committee chairman of which 
is C. Oliver Wellington, has pub- 
lished a Letter-Bulletin, No. 6 in 
its series, on “Bankruptcy Problems,”’ 
in which the weaknesses of the law and 
the conditions that led to a petition to 
congress for a stronger law are dis- 
tussed, and in which the probable work- 
ngs of the amended law are described. 
' In response to a demand by the 
dusiness public for a stronger National 
Bankruptcy Act and for more rigid en- 
Orcement of the law,”’ says the intro- 
luction to the Letter-Bulletin, ‘‘Con- 
jress has enacted and the President has 
igned a measure containing a carefully 
iepared series of amendments to the 
ankruptcy statute. In addition, the 
Jnited States Supreme Court has 
trengthened its General Orders in 
ankruptcy, which define the procedure 
der the law. | 
“Pleas for a stronger law and for 
tringent enforcement came from a 
usiness public irritated by heavy losses 
ad great inconveniences due to misuse 
ad weaknesses of the bankruptcy pro- 
edure. There was a carefully conceived 
tovement to obtain a strict bankruptcy 
tocedure, closer supervision of admin- 
tration by courts, and swifter, surer 
anishment for offenders. 


O' GREAT economic importance 


Enactment 7s of Great Economic Im- 
portance »» New Provisions Strengthen 
Law 2» Honest Business Man Protected 


HE new amendments to the Na- 
tional Bankruptcy Act became 
effective on August 27, 1926. Ac- 
countants will be vitally interested 
in the effect of the amended act. The 
American Institute of Accountants, 


through its Bureau of Public Affairs, 
has issued Letter Bulletin No. 6 on 


Bankruptcy Problems.’’ A review 
of the discussion of the amended act 
as set forth in rhe letter bulletin is 
herewith presented.—Tue Epitor. 


“The accountancy profession helped 
to crystallize the demand for improve- 
ment by laving before business men and 
their organizations facts relative to 
unsatisfactory bankruptcy conditions. 
Public accountants cooperated with the 
credit men of the country in this work, 
recognizing in it an economic under- 
taking of utmost concern to all.’ 


Unscrupulous Persons Misused 


Old Act 


The Letter-Bulletin describes dis- 
charge of debts by bankruptcy as a relief 
provided under the law from humani- 
tarian and economic motives. Misuse 
by the unscrupulous of a law intended 
to enable honest debtors to rehabilitate 
themselves, as well as to protect the 
interests of their creditors, brought 
many vexing problems to business men. 
Says the Letter-Bulletin: 

“Need of a bankruptcy law is univer- 
sally recognized, in view of the large 
percentage of business undertakings that 
tail because of the unavoidable hazards 
of business. Business men, however, 
have rebelled against the misuse of the 
law by business crooks who, under the 
cloak of a statute intended to protect 
the unfortunate, have succeeded in steal- 
ing increasingly large sums by carefully 
planned fraudulent bankruptcies, and by 
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concealment of assets. These business 
criminals have brought even the law 
itself into disrepute. 

“Business men were faced by the 
necessity of strengthening the bank- 
ruptcy law so as to put a stop to its 
misuse. They felt that if conditions 
were not bettered the bankruptcy law 
eventually would be repealed, and the 
country thrown again into those chaotic 
conditions which prevailed under state 
insolvency laws when there was no 
national act.”’ 


Interests of Both Debtor and 
Creditor Conserved 


The problem with which Congress 
and business men were confronted was, 
on the one hand, that of continuing in 
force the humane provisions of the 
bankruptcy law, and, on the other hand, 
that of safeguarding creditors from 
losses due to abuses of the bankruptcy 
system. Every effort was made, in 
enacting the amendments, to conserve 
the interests of both debtors and 
creditors. 

Studies of the weaknesses of the 
bankruptcy system were made by var- 
ious groups, including accountants, 
over a period of several years. It was 
found that the chief complaints against 
the bankruptcy law and the practice 
that had grown up under it were that 
it did not prevent the filing of collusive 
petitions by friendly or fictitious credi- 
tors at the request of or on behalf of the 
debtor; that it did permit fraudulent 
compositions, by which some creditors 
are preferred over others; that it per- 
mitted easy discharges from bank- 
ruptcy, regardless of flagrant violations 


of the bankruptcy act; that its criminal 


provisions were inadequate and there 
was a lack of prosecution of apparent 
offenders; that there were delays in 
settling estates; and-that, in some Cases, 
costs of administration were excessive. 

Each of these complaints is discussed 
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in detail, in conjunction with. the 
remedies which ate proposed to be ap- 
plied, in the Letter-Bulletin issued by the 
Bureau of Public Affairs. The changes 
made in the law are shown clearly, the 
new law being contrasted with the old; 
the major and minor amendments are 
grouped. The General Orders in Bank- 
ruptcy promulgated by the United 
States Supreme Court also are given. 


Major Changes 


The major changes made in the bank- 
ruptcy act are those which add new 
acts of bankruptcy, and strengthen the 
definitions of present acts of bank- 
ruptcy; make discharges from bank- 
ruptcy more difficult for dishonest 
bankrupts to obtain; limit discharges 
from bankruptcy to one in six years, 
whether voluntary or involuntary; in- 
crease from two to five years the possible 
term of imprisonment for various 
offenses against the bankruptcy act, 
including concealment of assets; add 
several new punishable offenses, such as 
(a) destruction or concealment of 
records, (b) concealment of property, 
by officer or agent of bankrupt, (c) con- 
cealment of property from receiver, as 
well as from trustee, (d) withholding 
of records from receiver or trustee; 
extend from one year to three the time 
in which prosecution of offenses may be 
made; make it obligatory for referees to 
report to United States attorneys all 
violations of the bankruptcy act that 
come to their notice; curtail the pay- 
ment of certain taxes from estates; make 
provision for the payment of expenses 
of creditors who successfully oppose 
confirmation of compositions; prevent 
delays in adjudications and in settle- 
ment of estates caused by the offering 
of settlements in composition; make 
communications between creditors, and 
between creditors and referees and 
trustees, privileged, and not subject to 
action for slander or libel, if made in 
good faith; reduce time limit for prov- 
ing claims from one year to six months 
after adjudication; and give priority to 
payment of wages over payment of 
taxes, for first time in bankruptcy 
legislation. 


Minor Changes 


The minor changes in the bankruptcy 
act which are made by the amendatory 
law define trusts as corporations, so far 
as their treatment in bankruptcy is con- 
cerned; define more carefully the terrt- 
tories to which the act applies; set the 
time for filing schedules of creditors, 
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assets, and liabilities at ten days from 
date of filing petition, in voluntary 
bankruptcy cases; vest appellate juris- 
diction in the Court of Appeals of the 
District of Columbia; make the limit of 
time for filing appeals from any court 
actions or rulings thirty days Ut was 
ten days in some instances under the 
former law); include receivers and custo- 
dians (as well as trustees, as provided 
in former act) among those punishable 
for embezzlement from estates; raise the 
rates payable for stenographic and 
reporting services; and make it possible 
for bankrupts to recover from the trustee 
their interests in patent and copyright 
applications. 

A section of the Letter-Bulletin 1s 
devoted to a discussion of the probable 
workings of the amended sections, and 


Internal Check and the Disbursing Officer 


N connection with the approving of 

vouchers, the responsible disbursing 
officer should be sure that a proper 
system of internal audit 1s in operation 
in order that he may be assured that 
adequate verification has been made be- 
fore the item is placed before him for 
final approval. He should, in addition, 
see that the steps provided for in this 
internal audit have been fully carried 
out as evidenced by initials appearing 
upon the voucher which heis approving. 

Such an officer may profitably con- 
duct what may be called a personal 
test audit. For instance, he should 
occasionally check the footing of state- 
ments: or other data presented in sup- 
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of the reasons why the various amend- 
ments were made. There is a discussion, 
too, of the official receiver plan, which 
was not included in the amendatory 
act, but which is receiving serious con- 
sideration in many quarters, and which 
may be urged on Congress in the near 
future. Another section reviews the 
accomplishments of the credit men of 
the country through their credit pro- 
tection fund of one and one-half million 
dollars, raised by the National Associa- 
tion of Credit Men. : 

The Letter-Bulletin will repay care- 
ful perusal by accountants, credit me 


It is intended for wide circulation in 
business circles, and copies may be 
obtained from the American Institu 
of Accountants. 


port of a payment. He should watch 
the dates of bills that are being pre 
sented, so that no item which has al 
ready been paid may be passed on a 
subsequent voucher. In connection with 
the signing of checks, he should requite 
that properly approved vouchers be 
submitted with the checks at the ti 
they are presented for signature, if t 
is at all possible. : 

In short, the disbursing officer should 
realize that he is himself a part of 
internal audit procedure, and that th 
rests upon him the duty of safeguardin 
to the best of his ability against pro 
cedures for which he will, in the last 
analysis, be forced to stand responsible 
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Opportunities zz Accountancy 


Vocational Opportunities in Profession Discussed +2» Rela- 
tzon of Accountancy to Business 2 


Man or Woman 


which have appeared in this maga- 

zine during the last six months, no 
article has been devoted to one profes- 
sion or calling. It now seems desirable 
to discuss in detail the work and oppor- 
tunities in various callings. Pace Insti- 
tute, because of its work, is especially 
familiar with the vocational and other 
aspects of accountancy, and has chosen 
this calling as the first one on which 
specific detail will be given. 


ik the series of vocational articles 


Type of Vocational Opportunities 


Let it be said at the outset, that account- 
ancy offers two vocational opportuni- 
‘ties—first, that of serving the business 
or non-profit organization in the record- 
ing Bat statement of financial facts in 
consideration of a salary compensation; 
and, second, that of serving the public 
‘in the professional audit, verification, 
-and certification of financial transactions 
and in the installation of accounting 
‘procedures and business methods, in 
‘consideration of professional fees. Ref- 
erence will be made to both opportuni- 
ties afforded by accountancy. 

) 


\Relation of Accountancy to Business 


First, then, what relation does account- 
ancy bear to business—what connection 
is there between the recording of busi- 
Mess transactions and the preparation 
of accounting statements, on the one 
hand, and- the principles of organiza- 
tion, of management, and of business 
generally, on the other? 

Accountancy provides, by means of 
the use of the double-entry procedure 
of bookeeping, an accepted and 
effective means for collecting and stat- 
ing, in terms of dollars and cents, value 
information with respect to every 
phase of the activities of a business. 
[he function of accountancy, among 
other things, is to disclose what a busi- 
aess has and what it owes; to record 
and to state its income in total and by 
livisions and subdivisions; to record 
and to analyze its expenses and costs 


by departments, by classifications, or 
by the item, job, or other unit of 
product; and to provide supplementary 
statistical information of various kinds. 

In fine, accountancy provides for each 
undertaking a procedure by means of 
which facts with respect to money 
and money's worth are recorded’ and 
presented. These facts, by way of a 
series of classifications and condensa- 
tions, find their way eventually to the 
executive who is responsible for the 
conduct of the enterprise. Upon the 
basis of the facts thus Piicciad. execu- 
tive orders are given—orders that pro- 
vide, among other things, for the 
purchase of materials; for the adjust- 
ment of wages and salaries; for the 
modification of work methods; for the 
provision of additional facilities; for 
the authorization of advertising appro- 
priations; for the approval of new lines 
of business; and for the other ordinary 
and extraordinary steps essential to 
the maintenance and growth of the 
business. 


Accountancy An 
“Intelligence System’ 


Accountancy, it will thus be seen, 
occupies somewhat the same relation to 
a business that an intelligence system 
does to an army. Without reliable 
information on which to base executive 
orders, a business, like an army, could 
make no satisfactory progress and 
sooner or later would suffer rout or 
annihilation. The work of information- 
gathering must in both instances be 
organized as an essential administra- 
tive branch of the undertaking—a 
branch that constitutes in a very real 
sense the ‘‘eyes’’ of the organization. 
The accounting mechanism in a well- 
organized business extends to every 
division and subdivision of work, and 
from the executive headquarters to the 
most remote branch or agency. It pro- 
vides a written record, a classification, 
and an explanation for every dollar 
coming in as well as for every dollar 


Accountancy-educated 
Trained for Public or Private Employment 
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going out. The bookkeeper, the chief 
accountant, or the controller who 
directs the accounting mechanism, 
therefore, occupies a position compar- 
able, so far as organization perspective 
is concerned, to that of the deere 
tive. He obtains a knowledge of the 
nature and the scope of the work of 
each department, as well! as an under- 
standing of the relation of the depart- 
ments to each other; he becomes 
familiar with policies, with the out- 
come of ventures, and with the work 
of the directors, as well as with the 
work of the laborers. 

To the vantage point thus occupied 
by the chief accounting officer come, in 
an unending stream, the figures that 
disclose the outcome of policies and of 
executive action. These figures, when 
collated, analyzed, and otherwise pre- 
pared for executive attention, move 
from tht accountant to the general 
Manager, to the president, and, finally, 
to the directors and the stockholders. 

The organization perspective and the 
intimate business friendships obtained 
by an accountant or an assistant ac- 
countant are likely to have a direct 
relation to business advancement and 
preferment. It is little wonder that a 
man or woman who occupies this van- 
tage point is often selected to serve as 
administrative executive—as manager, 
vice-president, or president. 


Work-Op portunities Available 


The young man or young woman who 
can qualify as an assistant accountant 
finds no difficulty, under normal busi- 
ness conditions, in obtaining a favor- 
able work-opportunity and experience. 
In fact, there is usually considerable 
choice as to the location and the nature 
of the work of the organization in 
which the experience is to be acquired. 

The opportunity afforded by a posi- 
tion as assistant accountant depends 
largely upon the training and person- 
ality of the person who occupies it. 
the accountancy-educated young 
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man or woman a position of this kind 
usually means a relationship of trust 
and confidence, as well as an oppor- 
tunity to acquire a practical knowledge 
of banking procedure, of methods of 
corporate control, and of the practical 
aspects of production and distribution. 
It often affords the opportunity for 
constructive work in the improvement 
of methods and procedures, and for 
constructive suggestions with respect 
to business policies. In short, it means 
the opportunity, as an incident to the 


detailed work to be performed, to test | 


out and refine the products of classroom 
study by practical work in the world 
of affairs. 

To the clerk who is uneducated in 
the principles of business and account- 
ancy, a position of this kind usually 
means nothing more than routine cleri- 
cal work performed under specific direc- 
tion. His opportunity is limited to the 
faithful performance of detail, with 
nothing more in prospect than an in- 
crease in clerical skill and a possible 
advancement to a supervisory clerkship. 
The limitation arises, not from the 
nature of the detail to be performed, but 
from the untrained state of mind of the 
employee who is not accountancy- 
educated. 


Services of Public Accountant 


The accountant in public practice offers 
his services to the public in the instal- 
lation of accounting systems and work 
procedures, in the audit of accounts 
and the certification of financial state- 
ments, and in the special investigations 
required in reorganizations, insolven- 
cies, and commercial fraud. The de- 
mand for services of this kind has 
resulted in the development of a large 
and important profession in this coun- 
try and in other commercial nations. 

The first accountancy legislation in 
this country was enacted in New York 
in 1896, and at the present time every 
state in the Union has a statute which 
provides for the granting of the certifi- 
cate or degree of certified public ac- 
countant—commonly abbreviated ‘'C. 
15 

Every yeat witnesses a substantial 
growth in the volume of public prac- 
tice and in the recognition given to the 
work of the accountant by the public 
at large. The income tax method of 
taxation, as used by the Federal Gov- 
ernment and by several states, no doubt, 
has greatly increased the volume of 
accountancy practice. The adoption of 
governmental budgets, the control of 
public utilities, the appointment of ac- 
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countants as receivers and trustees— 
all these matters and others tend to 
increase the volume of work to be 
done. . 


National Professional Soctetzes 


There are at present two well-recognized 
national associations of public account- 
ants. The older is the American Instt- 
tute of Accountants, which is the 
successor to the American Association 
of Public Accountants. Together, these 
organizations have had a continued and 
successful existence since the year 
1887. The other national association 
is known as the American Society of 
Certified Public Accountants. In addi- 
tion to these national societies, there 
are local societies of accountants in 
practically all the states. All these 
societies guard the interests of the pro- 
fession, so far as practicable, in matters 
of legislation, and provide, by means of 
meetings, for the development of ethical 
standards and acquaintanceship among 
the members of the profession. , 


On Entering Public Practice 


The young man or young woman who 
desires to enter the field of public prac- 
tice should seek an opportunity to work 
as a junior accountant on the staff of a 
public accountant. An accountancy- 
school graduate, or even an advanced 
student, granting that he possesses the 
right kind of natural ability and per- 
sonality, is usually qualified to accept 
such a position. The opportunity is 
more easily secured if the applicant 
possesses some experience in the actual 
keeping of accounts. 

The advancement from the position of 
junior accountant to the position of 
senior accountant is often made in from 
three to five years. When the senior 
accountant has obtained his profes- 
sional degree or certificate and his 
membetship in the professional socie- 
ties, he may continue on an employed 
basis as a supervising accountant, or he 
may have the opportunity to become a 
partner in an accountancy firm, or he 
may establish himself in independent 
practice. In many instances, the fully 
qualified accountant is attracted to 
private employment, in which instance 
he may accept a position as controller, 
treasurer, of manager. 


Attainment of Vocational Aims 


The accountancy-educated man or 
-woman, it will thus be seen, first finds 
employment as an assistant accountant 
in the accounting department of a bust- 


ness organization, or as a junior ac- 
countant on the staff of a public account- 
ant. The first vocational aim is attained 
when a definite and marketable earning 
capacity is thus developed by the 
individual, and he or she is favorably 
circumstanced with respect to income 
and opportunity for experience and 
advancement. 

The second vocational aim—the de- 
velopment of the individual’s ability 
to think clearly and to reason and to 
plan effectively with reference to busi- 
ness purposes and conditions—is at- 
tained when the individual, by reason of 
experience and training, is undoubtedly 
the possessor of the qualities necessary 
to fill a position of business or ame 
sional consequence. When standing is 
thus obtained and executive responsi- 
bilities become large, the accountant 
may not, in his own person, perform 
technical accounting work, but he 1s 
still likely to make use of his knowledge 
of accountancy for purposes of super- 
vision and for the rapid and certain 
analysis of business facts and conditions. 

No one should be led into the error of 
thinking that accountancy offers a 
quick and easy road to positions of 
responsibility and large compensation. 
There is no magic by which a person 
of untrained mind and limited expet- 
ience can be developed into a business 
executive or a professional accountant 
over night. Time must be allowed both 
for technical training and for gaining 
the necessary experience. j 

If, however, one prepares properly 
for the practice of accountancy or for a 
business career, he or she is reasonably 
assured of exceptional opportunities for 
income and service—opportunities, so 
far as income is concerned, that are be- 
lieved to be greater than those offered 
by the older and more crowded profes- 
sions. An effective test of the accuracy 
of this statement may be made by a 
study of the careers of men and women 
now prominent in accountancy prac 
tice of in business. 


University Instructors’ 
Meeting | 


HE American Association of Unt 

versity Instructors in Accounting 
will hold its annual meeting this ye 
on December 29th and 30th, in St 
Louis, Mo., with general headquartets 
at the Hotel Statler. The convention 
will be held in conjunction with the 
American Economics Association. T 
program of the meeting will appear if 
a future issue of this magazine. . 


National Association of Comptrollers 
and Accounting Officers 


Annual Convention Held in Kansas City 2» Early 
Azstory of Assocéatzon 
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Accounts One of Organization Aims 


expenditure of the tax dollars of 

residents of cities throughout 
these United States— the comp- 
trollers and accounting officers—have 
just returned to their homes after at- 
tending the annual convention of the 
National Association of Comptrollers 
and Accounting Officers, which was 
held in Kansas City, Mo. After a pro- 
gram of interesting and productive ses- 
sions, they are more thar ever convinced 
that the business of keeping public 
financial records straight is a task of 
increasing difficulty. 

To these comoptrollers and accounting 
officers is due much of the credit for 
the improved accounting methods of 
municipalities and counties that have 
been introduced of ate years, and 
which have enabled many cities and 
counties to put into effect, in some 
form, many of the business methods 
employed by private organizations. 

Constant study of the problems which 
the financial officers are daily en- 
countering, and a presentation of the 
results of these ome once a year in 
annual convention, has enabled the 
-comptroilers to make great headway. 


Ries: men who keep watch over the 


Early History of Association 


Samuel B. Williams, of Rochester, 
N. Y., was the first president of this 
national association. He had found that 
the experience of other city comptrollers 
was ik value to him in solving the 
problems of his office. It was through 
Bis efforts and those of Dr. LeGrand 
Powers, that a group of municipal ac- 
countants and comptrollers was gath- 
ered in Washington, D. C., and a de- 
Cision reached to form an organization. 
‘Mr. Williams presided as the first elected 
president of the association, at the con- 
‘vention held in Chicago in 1906, and, 
following reélection, at Richmond, Va., 


in 1907. 


¢ 
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City Auditor, Spring field, Mass., New President of 
Nattonal Association of Comptrollers and 
Accounting Officers 


Dr. Powers is recognized as the 
founder of the association. As chief 
Statistician of the Federal Bureau of 
Census, he felt the inspiration of organ- 
ized effort among the governmental 
agencies of the country in disseminating 
the benefits of the great study of com- 
parison. He resigned from the Bureau 
of Census in 1914, and has since been 
engaged to a considerable extent in 
lecture work on statistics for the Uni- 
versity of Wisconsin. He has contrib- 
uted state and federal government re- 
ports on labor and financial statistics. 

The National Association of Comp- 
trollers and Accounting Officers, as the 
body is officially known, has just under- 
taken the publication of an official 
journal, which will be a quarterly. 
In the salutation appearing in its first 
number are found these paragraphs: 


Uniform System of 


am 2m 


‘Experience is recognized as the 
greatest of teachers, and this organ- 
ization assumes to act as its handmaid 
in the field of governmental finances, 
by establishing itself ase a clearing 
house, so to speak, from which, 
through the deliberations of its con- 
ventions, and the personal contact of 
its companionship, all governmental 
units can obtain knowledge and food 
for thought in the administration of 
their offices. 

“Tt has been loyal to its organized 
purpose in its membership through a 
period of twenty years and successful 
in maintaining remarked interest in 
its work, among the members at its 
conventions. Coincidentally, it has 
created and preserved in its com- 
panionship a spirit of personal friend- 
ship that makes each recurring con- 
vention appear as a family reunion.”’ 


Uniform System of Accounts 


Dr. Powers contributes to the initial 
number of the official journal a sugges- 
tion looking to the establishment of a 
uniform system of accounts, in which 
he says, in part: 

“Organizations seeking to improve 
the administration of national, state, 
and municipal governments are mak- 
ing publicity concerning government- 
al affairs their main instrument of re- 
form. To provide the data for that 
publicity, they maintain expensive 
bureaus of research for the critical 
study of governmental activities. One 
of the objects of your association 
should be a study of how to prepare 
and give more informing information 
relating to the financial standing and 
operation of the governments whose 
servants you are. The writer has long 
been convinced that all cities can and 
should prepare and publish condensed 
statements of debt and sinking fund 
assets every month. Further, as over 
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sixty per cent of our cities have fiscal 
periods corresponding substantially 
with the calendar year, a step towards 
monthly reports, and towards uni- 
formity can be taken by preparing the 
statements as of January 1, or De- 
cember 31. Hence this suggestion: 


‘Cannot a committee of your organ- 
ization devise a brief debt statement 
with a minimum of data which all can 
and will compile and publish as of 
January 1 of each year? Further, can 
not a summary of those debt state- 
ments be included in the first number 
of your quarterly for any given year? 
If this is done, your organization will 
have taken a step towards making 
your accounts more uniform, more in- 
forming and the agents ofa publicity of 
very great value to your constituents. 
That your organization, either in this 
or some other ways may prove to be an 
ever increasing factor in improved 
governmental accounts, greater gov- 
ernmental pub:icity,and better govern- 
ments as well is my sincere wish.”’ 


It has been found very difficult by the 
Bureau of Census to obtain anything 
like accurate figures respecting city 
accounts, expenses, disbursements, and 
the general application of money. 
George M. Rex, certified public ac- 
countant, of Providence, R. I., as chair- 
man of a specia committee, made a 
detailed study of ways and means of 
correcting this condition. Mr. Rex 
reported that owing to the many differ- 
ent systems of accounts in use in various 
cities, and the lack of accurate figures, 
there is opportunity for fraud, mis- 
application of funds, and general waste. 
This is one of the problems the assocta- 
tion is studying. 

The association has made representa- 
tions to the Federal Bureau of Census to 
the effect that financial figures prepared 
in various cities are based on such 
widely varying systems that com- 
parisons drawn between them are un- 
fair. Some cities pay for improvements 
with bond and note issues, backed by 
the credit of the entire city; other cities 
do not pledge their credit in paying for 
improvements, and while the financial 
condition of one city may be just as 
strong as that of another, the eee 
ness figures of some will appear fic- 
titiously high. 

The association suggested to the 
census officials that, until the systems 
of accounting could be brought to a 
uniform basis, the Bureau of Census 
refrain from giving out to the public 
figures which, in all fairness, should 
not be compared. 
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Completing the plans made a yea: 
ago, the constitution of the association 

was amended at the annual meeting 
held in Kansas City July 20th, 21st, and 
22nd, so as to permit the admission to 
membership of financial officers of cities 
and counties in Canada. 


The mayor of Kansas City welcomed 
the delegates, and President Walter R. 
Darby, of Trenton, N. J., responded. 
A paper on ‘The Relative Merits 0: 
Serial and Sinking Fund Bonds’’ was 
presented by Walter Matchette, of Kan- 
sas City, manager of the Public Service 
Pastitute: 


“Revenue from Licenses and Fees in 
Birmingham’’ was the subject of a 
paper by C. E. Armstrong, comptroller 
of Birmingham, Ala. “Shall We Con- 
tinue Reporting Outlays for Publica- 
tione’’ was the subject of a paper by 
Francis Newhall, treasurer of Newton, 
Mass. “‘Cost Accounting for a Munici- 
pal Government’’ was discussed by 
A. B. Abbott, of the city comptroller’s 
office of Los Angeles, al. 


John B. Payne, of the. Institute of 
Government Research, of Washington, 
D. C., discussed the question why, in 
the installation of municipal account- 
ing, reports can not be made in such a 
way that the statistics required by the 
Bureau of the Census can be more 
accurately and easily collected. 


C. C. Pashby, city clerk of Memphis, 
Tenn., spoke on “' Liberalizing of New 
York Savings Bank Provisions and Re- 
strictions Regarding Municipal Bonds.’ 
A report was presented by the Census 
Advisory Committee. Governor Baker, 


PACK ALUMNI 


HE regular Fall meeting of the Pace Alumni Association will 
be held on Saturday, September 25, at the Machinery Club, 
50 Church Street, New York. Plans are now being made to start 
the season with an unusually interesting program. Cordes and 
Marks, and songs by Joe Myer will be among the features. 
election of the new Board of Governors will be held at the meeting. 


The Board of Governors is arranging for a prominent speaker. 


F. M. ScHAEBERLE, 


; 


f- 
of the Federal Reserve Bank, was the © 
chief speaker at the dinner. ; 

This convention was the twenty-first — 
in the association’s history, and was 
largely attended. The next convention — 


will be held “at Ottawa,” Ganadas 
June vth; 1672 : 
New Officers 4 


Clifford E. Cook, city auditor of : 
Springfield, Mass. , was chosen president. 4 
‘Other officers elected: Was: Hanna, — 
deputy comptroller, Baltimore, Md., 
first vice-president; H. R. Hoffman 
comptroller, Highland Park, Mich., 
second vice-president; Theodore N. 
Waddell, director of accounts, State of © 
Massachusetts, third vice- otal 
Charles J. Tully, comptroller, Ottawa, 
Canada, fourth vice-president. 
M. Foote, comptroller’s office, Chieacoll 
is secretary, and Ra Fax Dooley, New 
Rochelle, N. Y., treasurer. 


It was decided that the Official” 
Journal should be published under the 
direction of three associate editors to 
be appointed by the president. It will 
be a quarterly. 


It is interesting to note that account- 
ants regularly engaged in state and 
municipal accounting are eligible to 
membership in this association. Under 
this provision of the association's con- 
stitution, public accountants who are 
employed regularly by municipalities: 
may be eligible to join. In any event, 
the problems which this association ate 
studying are of great interest to all 
accountants from the public service 
point of view. . 


> 
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Executive Secretary 


Fitz-Gerald Writes of the Advantages 


nized method of settling differ- 

ences between business men 
without ordinary litigation. Its use is 
growing in favor, and where it has 
been availed of extensively, as in the 
case of the motion picture industry, it 
has proved its worth as a practical 
means of settling promptly and inex- 
pensively disputes that used to drag 
along for years in the courts. 

There is no rivalry between arbitra- 
tion and the courts. It is, on the con- 
trary, a means of codperating with the 
courts and is so recognized by eminent 
jurists. The following statement was 
made on the subject by the Honorable 
William Howard Taft, Chief Justice, 
Supreme Court of the United States: 

“T favor arbitration wherever it can 
be practically adopted, both because 
it usually expedites matters and be- 
cause it will relieve the courts. One 
of the great evils from which our 
country is now suffering is the delay 
in the dispatch of legal business, and 
anything which will relieve the 
courts makes for progress in removing 
that evil.” 

The absence of cases involving com- 
mercial disputes from the dockets of 
the courts in England and other Euro- 
pean countries is remarkable. Across 
the water, for years it has been recog- 
nized that commercial disputes in- 
volving technical questions of account- 
ing, engineering, quality and quantity 
of merchandise, and commercial and 
trade practices are not satisfactorily 
settled by judges and juries, devoid as 
they are of specialized knowledge on 
the subject at issue, and bound up as 
court proceedings are in the intricate 
web of the necessarily technical rules of 
evidence. 


| RBITRATION is a legally recog- 


Promoted 2 


of Arbitration 


Time and Money Are Saved, Friendship 
2» Application of Age-old 
Principles to Modern Conditions 
©: By RICHARD Fitz-GERALD, C. P. A. 2 


Where a dispute hinges on such in- 
volved questions as property values, 
depreciation, obsolescence, good-will; 
decline in burden ratios in relation to 
increased production; the commercial 
practices involved in the purchase and 
sale of merchandise; shipping, forward- 
ing, receiving, storage, and accounting 
for merchandise, raw materials, and 
finished product; it is apparent that in 
order to secure substantial justice in the 
courts the plaintiff must furnish the 
judge and jury, within the limitations 
of the rules of evidence, with a complete 
course in the fundamentals of econom- 
ics, commercial practice, and account- 
ing, and perhaps in several other sciences 
and arts, so as to lay a foundation for 
an understanding of the specific points 
at issue. The defendant rarely fails to 
furnish through his experts a set of 
theories that are at variance with those 
held by the plaintiff's experts. 

The rules of the game require that all 


these moves be made. The procedure is 


costly; there is much eloquence on the 
part of the advocates; much harshness 
in cross-examination; unseemly wran- 
gles over points that to the layman seem 
trivial; angry words, sometimes out 
and out abusive language; and the 
plaintiff and defendant, in most in- 
stances at the outset good friends merely 
differing honestly in opinion, leave the 
court-room with outraged feelings that 
render future business relations difficult 
if not impossible. Too often, alas, the 
mystified jury, faced with the necessity 
of making a decision and understanding 
little of what has transpired, decides 
without regard to the facts. 

There is no intention to criticize the 
courts or to deprecate the jury system; 
they have their uses. Conceived and 
formulated in a former age of simpler 
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contacts, their success in meeting the 
problems of our complex industrial 
structure is remarkable. This is prin- 
cipally due to the resourcefulness of the 
legal profession. The vision and fore- 
sight of judges and lawyers is attested 
by their advocacy of the principle of 
arbitration as an auxiliary to the 
courts. They fully understand, as Amer- 
ican business is beginning to under- 
stand, and as European business has 
long understood, that a dispute for 
instance arising from a manufacturing 
contract can be settled in a friendly 
manner promptly and inexpensively by 
a committee of arbitration made up, 
say, of a manufacturer, a certified public 
accountant, anda lawyer, sitting around 
a table and discussing the matter in- 
formally. 

Most of the states have statutes under 
which disputes may be settled by arbi- 
tration. The Michigan Arbitration 
Statute, Compiled Laws of 1915, Judica- 
tive Act, Chapter 45, provides that 
disputes already in existence may be 
settled by arbitration. Future disputes 
may not, however, be made the subject 
of arbitration, and this is a defect in 
our state law which should be remedied 
without delay. The agreement to arbi- 
trate may provide that judgment shall 
be rendered on award. Neither party 
may revoke the agreement without the 
consent of the other. 

The New York, New Jersey, Massa- 
chusetts, and Oregon statutes and the 
United States Arbitration Act include 
the provisions of the Michigan statute 
and also provide for the settlement of 
future disputes by arbitration. It is 
interesting to note that the arbitration 
act of the State of New York has been 
held to be constitutional by the Supreme 
Court of the United States. Under the 
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provisions of the Federal Act when the 
amount involved is $3,000 or over, any 
person may assure himself against liti- 
gation from a cause of action within 
the jurisdiction of the Federal courts 
through the insertion in contracts, pur- 
chase slips, purchase orders, letters, and 
forms of agreement of a written pro- 
vision to settle by arbitration a con- 
troversy thereafter arising out of a 
contract. 

In the State of New York arbitration 
is availed of extensively in the settle- 


Preparing a Budget 


| Methods of Preparation and Control 2 Coordination 


Ce 


HILE a large and cumbersome 

\ \ | super-organization 1s not neces- 

sary or desirable to successfully 

install and administer a budget, it is 

well to outline within the organization 

a working plan which will be simple 

but effective—one which will clearly 

designate authority and define responsi- 
bility for results. 

The chief corporate officer, whether 
he be president or chairman of the board 
of directors, is interested primarily in 
results, and the demands upon his time 
will not in all likelihood permit of his 
direct supervision of the budget. This 
duty he delegates to an assistant. Who 
this assistant shall be is a matter for 
each individual enterprise to determine. 
The main requisite is that he should be 
independent of, and not responsible to, 
operating department executives. 


Chamber of Commerce Questzonnazre 


The Chamber of Commerce of the 
United States, in an effort to get a 
representative answer to a query as to 
who the chief budget officer should be, 
requested a reply to the following two 
questions from 24 representative firms. 
The questions asked were: 

‘‘r. Do you have a budget officer who 
reports to the chief executive and 
is independent of and not respon- 
sible to operating department 


executives? If so, what is his 
title and to whom does he 
report? 


° 
‘2. What in general are the duties 


ment of commercial disputes. The 
American Arbitration Association in 
that state, in co-operation with the 
courts, is doing very effective work in 
bringing arbitration to the attention of 
business interests. The American Insti- 
tute of Accountants has done much to 
acquaint the country with the advan- 
tages of arbitration. Its letter-bulletins 
Nos. 1 and 5 are masterly contributions 
to the literature on this important 
subject. 

While arbitration has been successful 
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and powers of 
officer? 
a. In connection. with the pre- 
paration of the budget. 
b. Inthe supervision of operating 
results under the budget. 
c. In executive action. 
The two questions produced a variety 
of answers, which are summatized as 


follows: 
“RU * Te 


budget 


your 


will be noted that 
generally these companies do not 
employ an executive officer whose 
prime functions are the preparation 
of the budget and the supervision of 
the results secured under the budget. 
It seems to be rather common prac- 
tice, however, to assign such duties 
in addition to others to executive 
officers such as a vice-president, as- 
sistant to the president, or general 
manager. In many cases the work of 
the preparation of the budget and of 
supervisory reports falls to the comp- 
troller. He, usually, does not have 
any executive authority to correct 
an unfavorable showing.” 
For the purpose of this article it ts 

assumed that the preparation and super- 

vision of the budget is one of the duties 


_ of the assistant to the president. 


Bud get Commuttee 


The first function of the chief budget 
officer (hereinafter referred to as budget 
director) will be to form a budget com- 
mittee, the personnel of which will 
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. another’’ 
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elsewhere, the trades and industries | 
in Detroit and in other parts of Mich- | 
igan have made little use of this 
important device for the settlement of | 
disputes. The Detroit Board of Com- | 
merce realizes this and is about to bring | 
the subject to the attention of local | 
business institutions and to set up an 
arbitration tribunal. Information on | 
how to arbitrate may be secured from | 
the Secretary of the Detroit Board 
of Commerce or from any certified | 
public accountant. 


Principles of 


include the managers of the variou. 
departments somewhat as below: 


Sales manager 
Production manager 
Treasurer or comptroller 
Purchasing agent 
General manager - 


It should be remembered that the- 
purpose of the budget is not to eliminate 
executives but to aid them. Perhaps 
the members of the budget committee _ 
are unacquainted with forecasting prin-» 
ciples as they apply to the industry | 
as a whole. The problem is then one of Hl 


education. The method of dovetailing — 


| 
] 


purchases into production and produc-~ 
tion into sales, etc. should be explained. | 
The fact that there is no mystery about | 


s 


budgeting should be impressed. The 
illusion that forecasting is a game in 
which “‘one man’s guess is as good as 
should be overcome and th 
executives brought to realize that fore-_ 
casting is 90 per cent. history and 
10 per cent. scientifically analyzed prob 
ability. As the staff become acquainted 
with the possibilities of budgeting, 
they will realize that it holds many © 
advantages conducive not only to the — 
efficient management of the business as — 
a whole but to their particular depart- 
ments as well. | 

As soon as the idea of forecastin 
has been “‘sold”’ to the members of the 
committee, the question of the budgets | 
required and the period which they will 
cover can be discussed. For the ordin- 
ary manufacturing business which con- 
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verts its raw products into finished 
stock at least once a year, the logical 
forecast period will be the same as the 
accounting period; i.e., 12 months end- 
ing December 31st, or the fiscal year, if 
the corporation has a fiscal-vear Closing. 
The necessary yearly budgets are: 
t. Sales forecast 
2. Production forecast 
3. Forecast of administrative and 
financial expenses 


In addition to the yearly forecasts, 
certain monthly estimates are necessary. 
These represent the mere breaking down 
into periods of the yearly figures and are 
prepared the first of each month. The 
required monthly estimates are: 


1. Sales forecast. 
2. Purchase forecast 
3. Treasurer's forecast 


The Yearly Budget 


Any concern that prepares a profit and 
loss statement and balance sheet, has 
the skeleton of a forecast. The primary 
idea of forecasting is to present today a 
panorama of the condition of the busi- 
ness 12 months hence reflected in the 
universal mirror of business—the bal- 
ance sheet. 

For the purpose of presenting the 
procedure to be followed in preparing 
the yearly budgets, the profit and loss 
statement illustrated (Form 1) has been 
keyed on the left-hand margin with 
figures which denote into which of 
the three yearly forecasts the items 
will be included. 


Sales Forecast 


The sales forecast, since it is the ground- 
work upon which the budget structure 
will be raised, is the logical beginning 
point. 

The sales manager, who knows more 
about the selling function of the busi- 
ness than anyone else in the organiza- 
tion, will be asked to submit his fore- 
cast for the forthcoming year. He will 
be responsible for budgeting the items 
on the profit and loss statement before 
which the figure (1) appears in the 
margin. He should first direct his atten- 
tion to the volume of sales he can reason- 
ably expect to achieve, taking into con- 
sideration the ability of the factory to 
produce the required amount of goods, 
the demand of the buying public, na- 
tional business conditions, and any 
fadical changes in the policies of the 
Organization. 

As mentioned previously, go per cent. 
of his estimate will be based on 
historical statistics presumably at his 
command. By historical statistics is not 
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meant necessarily the record of the 
previous year’s accomplishment alone, 
for that may have been an abnormal 
period. For the purpose of example, 
let us suppose the business has been in 
existence for ten years and has a fairly 
reliable and complete record of sales. 
Reviewing, we find that the sales were 
as follows: 


Year Quantities Amount 

1925 200,000 units $1,600,000 
1924 175,000 1,400,000 
1923 135,000 1,215,000 
1922 150,000 1,350,000 
1921 100,000 1,000,000 


Apparently, the sales trend is upward, 
the business having doubled (in units 


sold) in the past five ‘years. From all 
indications, business conditions for the 
country as a whole are figured to re- 
main about the same. In view of the 
fact that the corporation has conducted 
an extensive advertising campaign in 
the closing months of the previous 
year, it 1s estimated that the business 
will increase about 10 per cent. Rea- 
soning along these lines, the sales 
manager sets a figure which he is confi- 
dent is neither too’ optimistic nor too 
conservative. 

In addition to the forecast of the net 
sales, the sales manager is also respons- 
ible for budgeting the items of selling 
expense appearing on the profit and 


X MANUFACTURING COMPANY 
Prorit AND Loss STATEMENT 
Year Enpep December 31, 19... 


Key No. 
(a yeSalesaee: 


Gross Profit. : 
(1) Deduct: Selling expenses: 
Payroll (exclusive of advertising). 

Manager's office... .. 


Salesmen @galanics) jews oes. 
Salesmen (commissions)........... 


Advertising: 


Payrol] . Ser lec... 


Stationery and postage.......... 


Newspaper advertisements......... 
Magazine advertisements.......... 


Officials’ expense: 
Entertainiggeeeon 
Traveling aaa: 


Jobbers’ convention expense. ............ 


Other expense: 
Out frci ghia 
Membership dues... . 


TelegramS@Met ttn So. ju. cae. 
Miscell anemic... sae tenes 


(3) Deduct: General administrative expenses: 


Office salaiteammpeer cn. 0 250.2. 3 
Telegrams and telephone.......... 
Printing and stationery........... 


Office supplies. .... 


Taxes 


Auditing SIMBA rec 3 Siong as 


Reserve for depreciation: 


Office GQRMMeMOE Ss fic. 2... 
Office auilinnicernen 5 flee a. 


G3) Add: 


Financial management income: 


Interest on bank balances.......... 
Interest OMBseceeItics....... 00. .5..- 
Discountiteceivable 6.420.222 4. 


Less: 


Bad Debtsiésetved for............ 
Interest and discount payable...... 


NETAPROPIT ARIS Siete eyes. ee 


Pavia Pee sic Mic et See $ xxx 
Ses rp Ree etay c se Reoe e e XXX 
Ss hee $ xxx 
a Se Oe XXX 
seh he bye treet & $ xxx 
eae cia hE So. $ xxx 
Se ee XXX 
:, Se See aie KG ap KICK 
| Re ee) - XXX 
Te Bo XXX 
Bet rs, ey Pleas oe Xxx 
Soe el, ee eh ee XXX XXX 
See, Meee, ee xxx 
Reon, eee | Bae ehh XXX XXX 
et te ee ee Xxx 
© tee, Se XXX 
Bi eR on a ee ee XXX 
2 OE Ale XXX 
Ee ee RD i) XxX XXX XXX 
Beh a Oe Ae OREN yi” roo < 
Pee oy Bis Pe ant Ke 
eae ey de a Xxx 
Ue RN i ES Xxx 
Pe ee Re ares. On By XXX 
Se ee XXX 
Me Sh erat ee ee XXX 
Ahk AP a Oe XXX 
ee a re fo por O¢ XXX XXX 
OL adh sot Cr ee XXx 
co BRE. / A ay bere tons XXX 
ON 2 9 «PR eee ites. XXX XXX 
kine pee eee XXX 
eS ;. Lae ee Xxx XXX XxX Xxx 
Aare $ xxx 
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loss statement. He will therefore pre- 
pare a statement of the estimated cost 
of selling the volume of sales he has set. 
Here again past history as reflected by 
previous profit and loss statements will 
prove his greatest aid. If he has esti- 
mated his sales will increase 10 per 
cent., he must anticipate greater sales- 
men’s commissions, etc. 

The budget of the sales manager when 
prepared will be submitted to the 
director of the budget and the budget 
committee somewhat in the form of 
Form 2. 

The budget committee will then con- 
vene to discuss the quota of sales. Par- 
ticular regard must be given as to the 
ability of the factory to produce the 
required amount without expansion 
beyond the present capacity. If expan- 
sion requiring the outlay of a large 
amount of capital is necessary, the wise 
executive will think twice before ap- 
proving the budget. Not infrequently 
is it better policy to forego present 
excessive profits 1f the boom is but 
temporary. The urge of greater profits 


and resulting over-expansion sent many 
promising businesses into discard during 
the business slump of 1921-22. Better 
by far is a constant, reasonable, return 
on the present capital, than a succession 
of fruitful years and lean years—lean 
years which may so dissipate the past 
earnings of the enterprise as to make 
insolvency inevitable. 


Production Forecast 


Provided the sales budget meets with 
general approval (or if not, after revi- 
sion), the production manager will be 
asked to provide his forecast of the 
cost of manufacturing the units. Ob- 
viously, the business whose accounting 
system includes a comprehensive cost 
system has an invaluable advantage in 
the preparation of this forecast. The 
lack of cost figures, however, does not 
preclude the possibility of preparing a 
production forecast, as a unit cost may 
be obtained in some instances by com- 
putation outside of the books. 
Assuming that cost figures are avail- 
able, the production manager will sub- 


X MANUFACTURING CORPORATION 
BupcGet oF SALES AND SELLING ExPENSES 
Year ENDING DECEMBER 31, 1926 


Net Sales xxxxxx units). . . 
Selling expenses: 


Payroll (exclusive of advertising): 
Manager sionice .>.usen 
Salesmen (salaries): - a= eee 


Salesmeni@commissions): ae ante eon 


Total payroll expense......... eee 


Advertising: 
Paytoll een eee 


Stationery and postage..2 =e. aes asin 
Newspaper advertisements.) eam ew ses bee ou 
Malvazine adwentisements san ren ere 


WE LIER SEE PGUE MO oo 5 oe oo eas 


Offictals’ expense: 
Entertaining . 
Traveling .... 


Wotalioficeas merch crs cael eet eee ee 


jobbers: conventionvex pense. .non tr ee ee 


Other expenses: 


Ontsre: ght Meee se sate 


eloo ran see 
Miscellaneous.... . 


APPROVED psa ts ele. cee President 


Per Cent. of 
Amount Net Sales 
Oh eT See cP oe Seek KK KK 100 
‘ 
1925 1926 
5 5 
(Actual) (Budget) 
ae ae Sxxxxxx Gaiteceaxx Xx 
ae : XXXXXX XXKXXX Xx 
bik Laas ee XXXXXX XXXXXX xx 
bs Nene he $ xxxxxx $§ xxxxxx Xxx 
‘a et ame S Xxxxxx . Saber: XX 
trie eee XXXXXKX XXXXXKX xx 
fea est So eee XXXXKXX XXXKXX Xx 
ths Suede XXXXXX XXXXXX Xx 
ee ad $ xxxxxx G ¥Xxxxx Xx 
MG Nn lta een > XXxXxXxx (Glen xox 
Hep ye XXXKXXX XXXXXX XX 
be eerie ein $ xxxxxx § xxxxxx Xx 
Se ORES rT $ xxxxxx § xxxxxx XxX 
Teta eee S$ xxxxxx Sie XX 
a ies ice 10 nn OED XXXXXX XXXXXX Xx 
OE bit een XXXXXX XXXXXX Xx 
Seat A aR hs Me XXXXXX XXXXXX Xx 
Pe oa moh teen a $ xxxxxx S§ yvvevx Xx 
wie eh Eh yh ieee nie $xxxxxxx $xxxxxxx SGX 


Be ENB cy he Se ame Budget director 
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mit a forecast similar to that outlined 
in Form 3. In preparing his figures he | 
must of course take into consideratioa 
the inventory on hand at the beginning 
of the year in order to determine what 
he is required to produce. 

His calculations will be as follows: 


Units 
Number of units estimated to be sold 
during year... (e0 LEXAR 
Add: Inventory required vo be on hand 
at end Of year. anne FAOSCO SOO 
XXXXXXXXX 
Deduct: Inventory on hand at begin- 
ning’ Of year’... 1). siemeemecee icy aEmEN OKO NeReNe akan 
Balance: To be produced during the 


CULFENt Year. ox. eeeciege eee eee XXXXXXKKK 


One of the advantages of the budget 
which has been mentioned above in the 
list-of advantages, is that the budget 
minimizes inventories. Inventories rep- 
resent dormant capital until turned 
into cash, and meanwhile accumulate 
charges. An old adage says, ‘rolling 
stones gather no moss.’ Likewise, | 
moving inventories gather no charges. 

If it requires 30 days to produce 
enough units for one month’s sales, an 
inventory equivalent to one month's 
sales should be ample to allow for 
fluctuation in any one month’s sales 
and for tie-ups of equipment. What 
this margin should be may vary because 
of the seasonal nature of some busi- — 
nesses. In the cement business, for 
instance, the seasonal trend follows the 
building activity, the peak of the busi- 
ness being in the spring and fall, — 
while the winter months are slow. In ~ 
such cases, inventories must be ac-® 
cumulated during the slow periods to 
provide for the seasons when production ~ 
cannot equal shipments. 3 

By having the sales manager break — 
down his anticipated sales into monthly ~ 
periods and revising these as necessary, — 
the production manager can so plan his — 
output as to equalize production and — 
minimize inventories, not only of i 
finished goods, but of raw materials as 4 
well. e 


a 


Administration Expense Forecast 


After consideration has been given to — 
the production budget and it has been — 
approved, there remains only the neces- ii 
sity of budgeting the administration — 
and financial expenses to complete the ~ 
three yearly forecasts. Who is to pre- 
pare this last budget is a matter which ~ 
may vary to some degree. In some in-_ 
stances, the treasurer has control over 
administrative and financial expendi- 

(Continued on page 23) . 
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James Clapham—Craftsman 


ied and again, even in this degen- 
erate age of machine production, 
we find a real craftsman—a man who is 
master of the technique of a calling 
which requires the coérdination of mind 
and hand, and which he follows because 
of his affection for the work. 


Such a man, four-square to the world 
in matters of religion and fair-dealing, 
competent in his craft, is James Clap- 
ham, printer, of Albany, New York. 
Pace students the world over have 
profited by his handiwork as set forth 
on millions of printed pages. Now they 
shall know, if they will read, the story 
of this printer, told in his own epigram- 
matic style. The autobiographic sketch 
follows: 


“Born in the city of Lincoln, Eng- 
land, October 12, 1858. Arrived in 
America February, 1866; came to AI- 
bany. Graduated from public school 
and entered high school when 13; 
stayed in high school six months; taken 
out and put to work in carpenter shop. 
At 15 entered printing office as appren- 
tice, and became a journeyman printer 
just before reaching 20, and at that time 
the industry was in a precarious condi- 
tion. Wage scales were laid aside and 
everyone secured the best he could. 
Twelve dollars a week, 10 hours a day 
was the maximum, and short hours was 
the rule, working during daylight only. 
In 1879 I married and had to exercise 
rigid economy, for soon the family 
grew. My father-in-law, however, was 
a real help to me, and we moved into 
the same house, but had our own home. 


“In 1880 business picked up and I 
secured a position with West-Parsons 
Co., staying with them 13 years, until 
political machinations forced a change. 
Here I learned to be an all-round printer, 
and stood well with my fellow work- 
men. The next year I was tossed to and 
fro and had a hard time, but finally 
landed a steady position on the Troy 
Times. After being there several months, 
I was offered the foremanship of Riggs 
Printing Co., of Albany, and stayed 
with them five years, when they sold 
their business to The Mershon Co., of 
Rahway, N. J. While with this com- 
pany we printed the first edition of Eben 
Holden, Leopard Spots, etc. I then 
went to The Brandow Printing Co., and 
in 1905, when they were the state 
Printers, was made foreman of the book 


room, before that having charge of the 
proof-room. A couple of years after, 
I was made superintendent, and after 
that manager, working there steadily for 
18 years. I handled a good many thou- 
sand Pace Institute lectures on account- 


JAMES CLAPHAM 


ancy as well as other booklets. On 
December 1, 1923, I accepted the posi- 
tion of Auditor of State Printing Ac- 
counts, which position I now hold. 


“Incidentally, ! handled the first 
monotype machine in Albany, before 
they reached their present state of per- 
fection, and thus came into contact 
with Mr. Lanston and his helpers.”’ 

We add to this simple statement two 
paragraphs from an invocation which 
Mr. Clapham delivered at the Second 
District Typothetz Convention held in 
Albany in May of this year. There is 
here a sincerity and a breadth of view 
that may well be noted by those persons 
who are inclined to think that the 
crafts, and the unions through which 
they work, are altogether selfish and 
arbitrary. The invocation is as follows: 

“We thank Thee for the spirit of 
fellowship and co-operation which this 
organization has been able to foster; 
may her influence grow until all mem- 
bers of the industry recognize their 
dependences upon each other and upon 
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Thee, and work together so that our 
craft, which has done so much for up- 
lift, education, and beauty may soon 
reach the position to which we believe 
Thou wouldst have her attain. 


“May we use the reason and the common 
sense with which Thou hast endowed us, 
putting away jealousy, envy, and distrust, 
and learn the lesson of cobperation, trust, 
and friendship, considering each other rather 
than endeavoring to dominate and control.”’ 


Pace Institute 
Lecture Service 


OR some time Pace Institute has felt 
that high-school students, particu- 
larly seniors, would be benefited and 
aided in choosing their business careers 
by hearing a sound, vocational talk 
delivered by an experienced business 
man. Heretofore it has been difficult, 
however, to get men of the right caliber 
and ability to give of their time for this 
purpose. The Institute, it is felt, be- 
cause of its resources and large faculty, 
is particularly fitted to render this ser- 
vice to the high-school students of 
New York City and the metropolitan 
district. 


As a result, the Pace Institute Lecture 
Service was organized. A small pam- 
phlet listing the men available to make 
these vocational talks, and the subjects 
each man is most qualified to cover, was 
distributed to all the high schools in 
the metropolitan district, comprising 
New York City, Long Island, and 
Westchester, as well as many high- 
schools in the state of New Jersey. 

That high-school principals realize 
the great benefit of this service to their 
students is shown by the fact that so 
far this year more than twenty-three 
thousand students have been addressed 
by members of the Pace faculty. 


A list of the high-schools visited 
follows: East Rutherford High School, 
Julia Richman High School, Rutherford 
High School, Suffern High School, 
Linden High School, Plainfield High 
School, North Plainfield High School, 
Perth Amboy High School (Debating 
Club), Rahway High School, West 
New York High School, West Orange 
High School, Dumont High School, 
Alexander Hamilton High School, Glen 
Ridge High School, Elmhurst (L. I.) 
High School, Dickinson High School 
(Jersey City), Central High School 
(Newark, N. J.), and Montclair High 
School. 


National Standard Invoice Form 


N practically every industry, groups 
| and committees, codperating with 
the Department of Commerce, have 
been formed to foster the elimination of 
waste, which aggregates yearly many 
billions of dollars. In six major indus- 
tries—metal trades, boots and shoes, 
textile, building, printing, and men’s 
clothing—this preventable waste has 
been estimated to be more than ten 
billions of dollars yearly. The sum is 
appalling. In 1922 it was equal to the 
combined payments of federal, state, 
and municipal taxes, plus the retail 
value of passenger automobiles sold 
during the year with enough gasoline 
to run them, plus the value of all homes 
built in the United States. 

We are all familiar with the visible 
forms of waste. A loaf of good bread 
thrown in the garbage can is waste, 
visible and apparent. So, also, is the 
wilful breaking of a chair, the destruc- 
tion of a desk, the consignment to a 
waste basket of useable paper and office 
supplies, etc. But economic waste in- 
cludes and lies beyond these visible 
and apparent factors. Forgetting to turn 
off light current when leaving a room, 
home, or factory; forgetting to stop 
the motor or power in an automobile, 
refrigerating plant, or factory, when 


results are not to be attained by keeping ° 


it- running; are economic wastes. All 
purposeless motions spell economic 
waste. Time paid for and not worked, 
time paid for and worked without 
FULL results, are economic waste. 
This last allusion applies particu- 
larly to standard office forms; for, just 
as tremendous waste.accompanies exces- 
Sive varieties in styles, sizes, and charac- 
teristics of manufactured products, so 
also does it accompany the forms used 
in peal eee billing, recording, 
filing, indexing, etc. The use of sizes 
and styles galore; the use of printers’ 
ink without system or regularity here, 
there, and everywhere on the face of 
the forms—these cause waste in paper, 
waste in filing containers, which must 
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Through Use 2 
W. W. TirrReELL avd THE EDITOR 


iB the May issue of “The Pace 
Student’? there appeared an article 
with respect to the Uniform Invoice 
prepared and distributed by the Ford 
Motor Company. 

In this issue there is presented an 
article by W. W. Tirrell pertaining 


to the National Standard Invoice 
Form endorsed by the National Asso- 
ciation of Purchasing Agents and 
adopted by the Department of Com- 
merce. In conjunction with Mr. Tir- 
rell’s article, editorial comment has 
been made with respect to the particular 
advantages arising from the use of this 
form of invoice.—Tue Epitor. 


be built to meet the varying sizes, and 
waste in time setting up the type. 
Away and beyond all this is the time 
wasted in offices and factories in reconcil- 
ing these varied forms with the office 
records. That is the reason for the 
National Standard Invoice Form—a 
form which has been endorsed by the 
United States Government, as Simpli- 
fied Practice Recommendation No. 37 
of the Department of Commerce, and 
which Secretary Hoover has estimated 
will save industry 15 millions yearly. 
For seven years this form has been 
in constant use, after being analyzed 
and discussed by representatives of in- 
dustry, trade associations, and other 
interested parties. It is endorsed by 
the National Association of Purchasing 
Agents and forty-four trade associa- 
tions. These trade associations and 
alert manufacturers realize the super- 
iority of having a form such as the 
National Standard Invoice Form, the 
value of which may be judged by the 
saving in clerical labor both to vendor 
and customer, due to visible data listed 
in a regular constant space; by timesaved 
in entering, recording, and filing; by 
the saving in paper cut from standard- 
sized stock; and by eliminating the 


Elimination of Waste 2» Saving of Lime 
Comment on Form by 
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useless motions of bill clerks, recording 
clerks, and filing clerks, in handling 
scores of different invoices and seeking 
all over these forms for necessary and 
specific information. 


Editorial Comment 


A facsimile of the National Standard 
Invoice form that has been mentioned 
is shown on the next page. The form, as 
adopted by the Department of Com-- 
merce, should be on a sheet 8% inches 
wide and either 7, 11 or 14 inches long. 
A tolerance of 14 inch in either dimen- 
sion is contemplated. Invoices longer 
than 7 inches should have dots or rules 
placed on the sides to indicate point of 
folding. The name of the National 
Association of Purchasing Agents is” 
intended to be replaced by the name of © 
the vendor. The heading may be moved 
down if more space is required for the 
vendor’s name, address, etc. Line spac- — 
ing may be suited to machine. or hand-~ 
writing, maintaining the same relative — 
position. : 
As stated by the Department of Com-_ 
merce, some of the specific advantages — 
which the vendor can confidently 
expect by the adoption of the standard 
form of invoice are, the saving of 
money by reduction in clerical per- 
sonnel; the saving of paper by cutting 
from standard-sized stock ies 


waste; the expediting of settlement o 
accounts; and the saving of correspon-_ 
dence through the inclusion of all neces- 
sary information on the form itself. 
Among the advantages that are expected 
to accrue to the customer are, the elimin- © 
ation of misunderstandings and incon- 
veniences; the saving of time in filing, 
finding, and handling the invoice while 
being checked; the expediting of ship- 
ments; and the elimination of wasted — 
filing space through the uniformity of — 
size of the invoice. 4 
A full history of the action of the 
General Conference on the Simplifica- 
tion of Purchasing Forms, at which the 
National Standard Invoice Form was 


adopted, will be found in Simplified 
Practice Recommendation No. 37, is- 
sued by the Department of Commerce. 
The publication is available for dis- 
T 
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tribution by the Superintendent of 
Documents, Government Printing 
Office, Washington, D. C. The cost is 
5 Cents per copy. 


| NATIONAL ASSOCIATION OF PURCHASING AGENTS 
Wootwortn Burtpinc, New York 
% (Ord. No. & Date Invoice Date Column reserved for use of customer. 
€ {Requisition No. Invoice No. P. A. Invoice No. 
& (Contract No. Shipper’s Order No. Voucher No. 
2 Shipped To 
© Destination 
Terms 
With Order 
A fr O. B. point 
M4 | Price 
os Calculations 
at Piceasporcacil 
; ss) | Trans. Ched. Back 
Date Shipped From ie OB: 
Car No. and Int. 
How Shipped and Route 
DescriPTION QuantTITy Price AMOUNT 
(Show Unit) PER UNIT 
| 
Above Materials received ...... 192.. and found ... . satisfactory (Signed)... ....., Risele):. 25. 
Charge Account Approved Approved 


Laws with Respect 
Company Auditors 


N these days of agitation with respect 
‘to restrictive and other forms of 
Countancy legislation recent enact- 
mts in Canada, Massachusetts, and 
wth Carolina with regard to the 
pointment of company auditors will 
of interest. 


4 Canada 

“94A. 1. Every company shall at 
th annual general meeting appoint an 
ditor or auditors to hold office unti! 
*Mext annual general mecting. 

‘2. If an appointment of auditors 


tot made at an annual general meet 
» 
x 


(National Standard Invoice Form) 


Xecent Legzslative Enactments 


to Appointment of | 
Presented 


eiee) om 


ing, the Secretary of State of Canada 
may, on the application of any share- 
holder of the company, appoint an 
auditor of the company for the current 
year, and fix the remuneration to be 
paid to him by the company for his 
Services. 

“3. A director or officer of the com- 
pany shall not be capable of being 
appointed auditor of the company. 

“4. A person, other than 4 retiring 
auditor, shall not be capable of being 
appointed auditor at an annual general 
meeting unless notice of an intention to 
nominate that person to the office of 


fll 


auditor has been given by a share- 
holder to the company, not less than 
fourteen days before the annual general 
meeting; and the company shall send 
a copy of any such notice to the retiring 
auditor, and shall give notice thereof 
to the shareholders, either by adver 
tisement or in any other mode provided 
by the by-laws of the company not less 
than seven days before the annual 
general meeting: 

“Provided that if, after notice of the 
intention to nominate an auditor has 
been so given, an annual general meet- 
ing is called for a date fourteen days or 
less after the notice has been given, the 
notice, though not given within the 
time required by this provision, shall 
be deemed to have been properly given 
for the purposes thereof, and the notice 
to be sent or given by the company 
may, instead of being sent or given 
within the time required by this pro- 
vision, be sent or given at the same time 
as the notice of the annual general 
meeting: Provided, however, that a 
person other than a retiring auditor may 
be appointed auditor of the company at 
an annua genera! meeting as herein- 
before provided, upon a reso ution 
passed by the vote; 0 shareho ders 
present in person or by proxy and hold- 
ing at least two-thirds of the subscribed 
stock represented at the meeting. 

‘5. The first auditors of the com- 
pany may be appointed by the directors 
before the first annual general meeting 


_and if so appointed shall hold office 


until the first annual general meeting, 
unless previously removed by a resolu- 
tion of the company in general meeting, 
in which case the company at that meet 
ing May appoint auditors 

6. The directors may fill any casual 
vacancy in the office of auditor, but 
while any such vacancy continues the 
surviving or Continuing auditor or 
auditors, if any, may act. 

“7. The remuneration of the audi- 
tors of a company shall be fixed by the 
company in general meeting except that 
the remuneration of any auditors ap- 
pointed before the first annual general 
meeting, or to fill any casual vacancy, 
may be fixed by the directors.’’ 7-8 Geo. 
Vike Gl. See ee a rs Imp. Act, 1908, s.112. 
From The Companies Act and Amending 
Acts, 1924, p. 4§. 


Massachusetts 


The Massachusetts statute requires 
that every corporat’on engaged in 
business within the commonwealth, 
whether foreign or domestic, must file 
annually w th the commissioner of cor- 
porations a report of condition, which 


pik 


shall be signed and sworn to by the 
president, treasurer, and a majority of 
the directors of the corporation. 

A statement of the assets and liabili- 
ties of the corporation as of the date of 
the end of its last fiscal year, to be made 
substantially in the following form: 


AssETS 


Real estateoes 2k ria eee eee eee 
Machinery: 9.it%:. 2 tec omet = -nepae eoanemene 
Merchandise: 

Cmanufactures, merchandise, materials 

and stock-in-process ) 

Furniture and fixtures. peels tein 
Cash and debts receivable..........--. 
Stocks and securities: ie tere ane 
Patent rights: 9s scet: cater Mee ater doke tee 
Trade-matks.2 seen. seh ne ean eae 
Coodswill® <coke eeee 
Profit and dlosse: | eels Cee ee 


LIABILITIES 


Capital stock (including only shares 

having parivaltie), =: Raat eee 
Accounts payable: 7; giteee tee 
Funded indebtediness....¢ 220 soe te 
Floating indebtedness. “29 - sage 
Reserve iss 4 Sees in ae eee ee 
Sut plusy)..).d...25-0..001 ees ana 
Profitandiloss+) 9 ee eee eee 


Such report of a corporation which 
has a capital stock of one hundred 
thousand dollars or more, for this pur- 
pose counting shares without par value 


as of a par value of one hundred dollars 


each, shall be accompanied by a written 
statement on oath by an auditor that 
such report represents the true condi- 
tion of the affairs of said corporation 
as disclosed by its books at the time 
of making such audit. Such auditor 
shall be employed for each ensuing fiscal 
year by a committee of three stock- 
holders who are not directors, which 
shall be selected at each annual meeting 
of the stockholders, or, if there are not 
three stockholders other than directors 
able and willing to serve on such com- 
mittee, he shall be employed by the 
directors; but no bookkeeper, treasurer, 
or other officer of the corporation shall 
be appointed as such auditor. The 
statement of the auditor shall be filed 
by him with said report in the office of 
the state secretary and shall be attached 
to and form part of it. The auditor 


shall be duly sworn to the faithful . 


performance of his duties, and the 
officers of the corporation who sign 
said report of Soe shall certify 
thereon that the auditor was duly 
elected and qualified, as herein pro- 


vided. 


North Carolina 


Books to be audited on request of stock- 
holders—upon request of twenty-five 
per cent. tic stockholders, or of any 
stockholder or stockholders owning 
twenty-five per cent. of the capital 
stock, of a private corporation organ- 
ized under the laws of North Carolina 
and doing business in this state, it is the 
duty of the officers of the corporation 
to have all of its books audited by a 
competent accountant, so that its finan- 
cial status may be ascertained. Upon 
refusal or failure of the corporation to 
commence the auditing abate books 
within thirty days after such request, 
the requesting stockholder or stock- 
holders, after ten days’ notice to the 
corporation, may apply to the judge of 
the district, or to the judge holding the 
courts of the district, in which the 
corporation has its residence, either at 
chambers or term time, at any place in 
the district, and the judge shall appoint 
an auditor and require the books to be 
audited at the expense of the corpora- 
tion. The officers of the corporation 
shall render to the auditor any assist- 
ance or information they can, and give 
him access to all of the assets, books, 
papers, etc., relating to the affairs of 
the corporation, in order that a proper 
audit may be made. Upon completion 
of the audit the auditors shall render a 
statement to the corporation, and to the 
petitioning stockholder or stockholders. 


A Reader’s Suggestzon 
With Respect to Pay- 
voll Summary 


eu Editor has received a letter from 
John Shannon, in which he com- 
ments on a recent article with respect 
to pay-roll summary for income tax 
purposes. Mr. Shannon has commented 
on this article, and has submitted his 
own method and a form he uses, as will 
appear from the following letter: 


“Eprtor, The Pace Student: 


“I received my copy of a recent 
issue of The Pace Student and, as usual, 
read it with interest from cover to 
cover, with the same feeling of grati- 
tude that such a publication exists, and 
that I am a subscriber to it. : 


“The article that caught my atten- 
tion was that dealing w th a pay-roll 
summary for income-tax purposes. 
While it is a very good method for as- 
certaining the amount of money paid 
to an individual for a year’s services (or 
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less), I am of the opinion that I have 
better one. 

“Tt consists of a large envelope _ 
trifle larger than the size of a dolla 
bill, made of linen, and ruled off int 
fifty-two divisions to take care of th 
number of weeks in the year. I enclos 
sample copy, as made up by myself. 

“You can readily see that the cashie 
can eliminate the usual labor of makin, 
out envelopes, receipt cards, and can 
in spare time take sub-totals to elimin 
ate the rush at the end of the year. 

“Of course the linen envelopes ma’ 
cost a good deal, but I think it will b 
greatly offset by the saving of labot 
envelopes and cards.”’ . 

The sample envelope referred to 1 
reproduced below. 4 


Front 


Joun F. Jongs 
25 Hopkins Ave. 
Brooklyn, N. Y. 


PAY-ROLL PAYMENTS 


1926 
| 
Date Amount Signature 
Janey, 25 | 00 John F. Jones 
14 25 | 00 Joan F. Jones 
Etc. 
Total 650 | 00 
Back 
Date Amount Signature’ 
Forwarded 650 | 00 
Dec. 31 easy. |pxes9) John F. Jones 
Total 1926 ||1,300 | 00 
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Preparing a Budget 


‘ 


(Continued from page 18) 


tures; in others, the control is vested in 
the secretary; and in still others there 
may be an office manager with this 
wuthority. 
The proper officer, whoever he may 
se, will be asked to submit his forecast 
or the coming vear of all of the items 
shown on Form 1 before which the 
igure (3) appears. He will of course, 
snow the anticipated increase in sales 
ind may be guided accordingly. His- 
yudget will be prepared substantially 
n the same form as that of the sales 
nanager, whichisillustrated by Form 2. 
After this third and final yearly 
muidget has been completed and ap- 
woved, the three may be consolidated 
nto a forecasted profit and loss state- 
nent for the coming year. 


The effort expended in preparing the 
budgets outlined above will prove to be 
so much wasted time unless they are 
closely adhered to. It should be re- 
membered that the advantages of the 
budget accrue in direct proportion to 
the rigidity exercised in obtaining the 
standard set. ‘‘Budget your profits and 
profit by your budget”’ is a fitting motto, 
and one which states in a nutshell the 
two requisites of successful budgeting — 
first, set your goal; second, achieve 
your goal. 


Control 


In order to provide the necessary 
control, the regular monthly profit and 
loss statement should be enlarged to 
include not only the actual figures for 


PRODUCTION FORECAST 


Maximum production at present capacity xxxxxx units per month. 
Required production to meet sales budget xxxxxx units per month. 


Budgeted Cost Actual Cost 


Actual Cost Actual Cost Actual Cost 


per Unit per Unit per Unit per Unit per Unet 
Items of Cost 1926 1925 1924 1923 1922 
Yirect labor: 
WS Ee eer ae Xx POR Xx x xe 
SL ee xXx Xx xx xx Xx 
ee ee Ge xx Xx xx XX xx 
DG ETL REY. XX XX xx Xx xx 
Aaterial and supplies: 
Oy yee Xx XX xx XX Xx 
ODS: 6 oe a ea xx Xx xx Xx xx 
Ghoti. OU ees ce eee Ox XX Xx XX Xx 
FOCI eee hat tS. Xx XX xx xx xx 
verhead 
Payrolls: 
Planning & prod. mgr’s dept... . Xx XX XX xx Xx 
BPR IRGERING at. dine ct > Sek: Xx XX x Xxx XX 
- Factory superintendent........ xx Xx 4 XX XX 
SEGA. Gisd 2) ee i xx xx xx Xx XX 
ADILOLS ere ec ca... Xx XX XX XX XX 
Went. a Xx Xx Xx Xxx Xx 
General maintenance.......... Xx Xx XX XxX XX 
Power: ; 
Set 2 XX Xx Xx Xx xx 
BISCIRICILY MR ayes si. . k es nnn Xx Xx xx Xx xx 
TORE, «Ew b ae Se xXx Xx XX xx Xx 
(TR OO echcuh ee ee Xx Xx xx xx XX 
Wer I ae ee Xx Xx xX Xx xx 
Administrative and miscellaneous: 
Depreciation of equipment..... XX XX XX XX XX 
Depreciation of buildings. ..... Xx XX XX xx XX 
Reserve for inventory eaieeran cx x Xx x xx Xx 
BUSULANCOMUTC MY Fe cls hlae «3.5 Xx xx xx Xx XX 
Insurance, liability........... xx XX xx Xx xx 
EXE CHene, GAME CU kta xx xx xx xx Xx 
MotaliOverhead 5 <2... <. xx Xx xx xx Xx 
Mlotal cost to make............. xx xx XX XX xx 


Form 3—Propuction BupGer Forecast 


a 


the month but also a column showing 


-the budgeted figures and a third column 


showing the variation as either an in- 
crease or decrease from the budgeted 
figures. For this purpose, the forecasts 
already prepared (which are for the 
year as a whole) will have to be broken 
down into monthly figures. This is 
accomplished in most instances merely 
by dividing the total into twelve parts 
—one for each month. If the business is 
seasonal, the total budget may be 
divided into twelve parts which bear 
the same relation to the total as each 
month’s sales bears to the total fore- 
casted sales. 

By checking up on the variations be- 
tween the actual and forecasted figures 
the desired control is obtained. The 
cardinal principle and byword should be 
‘No variations without the authority 
of the chief budget officer who has 
approved the forecast.”’ 

In conclusion,it should be remembered 
that the budget is not a cure-all for the 
ills to which a business is subject. The 
budget of itself will not remedy faulty 
conditions. The budget merely serves 
the business man the same as the com- 
pass serves the mariner—it points the 
way; without it, it is true, either may 
have an idea where he is heading but 
both lack the means of checking their 
progress concurrently with their voy- 
age, and there’s the difference—the dif- 
ference between aimlessly drifting until 
you reach your goal and the setting 
out for your goal in a direct line with 
no deviations except for good and 
sufficient reasons. Excerpt from gradua- 
tion thesis. 


Jean annual costing conference of the 
British Institute of Cost and Work 
Accountants will be held in Manchester, 
England, on October 15. There will be 
two sessions, morning and afternoon on 
that date, when papers on present-day 
accounting problems will be presented. 


THE CORPORATION AUDIT COM- 
PANY announces the removal of its 
offices to suite 55-57 Rust Building, 
1001 Fifteenth Street, N. W., Washing- 
ton, D.C. 


PAUL L. LOEWENWARTER, C.P.A., 
announces the formation of a partner- 
ship with Maurice Teich, C.P.A., to 
continue in their general practice of 
accountancy and representation in tax 
matters, under the firm name of Paul 
L. Loewenwarter & Co., with offices at 
522 Fifth Ave., New York. 
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Anticipated Profits or 
Losses on Uncompleted 
Contracts 


aes following correspondence with 
respect to a technical query by one 
accountant to another is of interest. 

“We have a client in the flour milling 
business and it is their practice to in- 
clude in their accounts at the close of 
the year, anticipated profits or losses 
on uncompleted contracts, such as 
Wheat Purchase Orders Placed but 
neither delivered nor paid for, Short 
Sales of Wheat, and Flour Sold for 
Future Delivery but not paid for. 

“This appears to be contrary to good 
accounting practice, the only authority 
approving it being Newlove in his 
recent book on ‘‘Specialized Account- 
ing.’ 

Any information which will enable 
me to advise my client intelligently will 
be sincerely appreciated.” 

The answer to. the above follows: 

“It is quite the general practice for 
concerns engaged in the flour milling 
business to include in their accounts 
at the close of the year anticipated 
profits or losses on uncompleted con- 
tracts both for the purchases and sales 
of wheat (including options) on the one 
hand, and flour sold or bought for 
future delivery, on the other hand. In 
fact, | ‘wenture to. ‘say thattalldarce 
milling concerns close their books on 
this basis. 

“Without going into an extended 
discussion of the technical points in- 
volved, it is my opinion, that the pro- 
cedure is sound not only from a practical 
but also from an accounting point of 
view, although it would appear, on 
casual consideration, to violate some of 
the principles of proper accounting. 
The justification for the practice which, 
incidentally, received recognition by 
the Grain Administration during the 
war is based on the fact that both the 
raw material (wheat) and finished 
product Cflour) of a miller are essential 
commodities which have a ready market 
at all times through the medium of 
recognized exchanges; coupled with the 
fact that a flour miller who is both 
conservative and businesslike and there- 
fore restricts his operations solely to the 
milling of flour as opposed to specula- 
tion in the grain market, always hedges 
his sales of flour for future delivery by 
the purchase in the open market (on the 
day that he makes his flour sales) of a 
quantity of wheat (either the actual 
commodity or an option) sufficient to 
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enable him to complete his flour 
deliveries when called upon to make 
them. If wheat options are purchased 
in the first instance, the options are 
usually sold and cash wheat purchased 
when it is necessary to obtain actual 
wheat to continue milling operations. 
_ “All sales of flour made by millers 
from day to day ate based upon the 
matket price of wheat on the day when 
the sale is made regardless of when 
delivery -of the flour is to take place. 
Under the circumstances, it can readily 
be seen that to attempt to arrive at the 
earnings of a flour milling concern 
according to the methods or priciples 
applicable in the ordinary trading or 
manufacturing business, would not 
reflect the true results in any given 
accounting period. Theoretically, the 
earnings of a flour miller for any given 
period should be capable of being 
resolved into the number of barrels 
milled multiplied by the predetermined 
gross profit per barrel fixed by the 
miller, less sales and administrative 
expenses.”’ 


Annual Meetings of National 
Accountancy Organizations 
[Continued from page 8] 

The trap shooting event is for the Vir- 
ginia trophy donated by the Virginia 
Society of Certified Public Accountants. 

It is announced that entertainment 
will be provided for women guests, and 
for accountants who do not attend the 
evening session on Wednesday. A 
luncheon has been arranged at the 
Congressional Country Club on Thurs- 
day, September 23d, and a special 
entertainment feature, the nature of 
which is being kept secret, is planned 
for that night. 

Thursday morning and all day Friday, 
September 24th, will be devoted to 
business sessions. Details of this part 
of the program are not available, but 
it is announced that ‘efforts are being 
made to arrange for interesting and 
instructive addresses on subjects of 
current interest. Wardman Park Hotel 


will be the headquarters, and sessions 
will be held there. 


“WANTED 


ACCOUNTANTS—Leading firm of cer- 
tified public accountants desires to ob- 
tain several in-charge, tax, senior 
assistant, and junior assistant account- 
ants. Replies oe be concise and state 
in order: name, address, telephone, age, 
religion, education, experience, present 
connection, salary expectation, and how 
soon available. Box 8, The Pace Student. 


ARTHUR HILL, Treasure, 
of the Atlantic Refininy 


Co, SAYS 


Bi fs shall be the duty of the treasure’ 
to keep an account of all moneys 
funds and property of the compan 
which shall come into his hands, am 
he shall render such accounts and pre 
sent such statements to the director 
as they may require of him. He shal! 
deposit all funds of the company whicl 
may come into his hands in such ban] 
or banks as the directors may designate. 
He shall keep his bank account-in thi 
name of the company and shall exhibi 
his books of accounts to any directo) 
upon application at the office during 
ordinary business hours. He shall en 
dorse for collection the bills, notes, 
checks, and other negotiable instru 
ments received by the company. 

“He shall sign all bills, notes, checks: 
and shall pay out money of the business 
as the company may require, taking 
proper vouchers therefor; provided, 
however, that the directors shall have 
the power by resolution, to delegate any 
other duties of the treasurer to othet 
officers, and to provide what officer: 
shall sign bills, notes, checks, ane 
vouchers. An assistant treasurer can be 
appointed to assist the treasurer in his 
duties.’’—From the N. A. C. A. Bulletin 


BENJAMIN FISCHLER, a former oa 
dent of Pace Institute, has received the 
C.P.A. certificate of New York. ; 


LOUIS SHAFER, a former studell 
at Pace Institute, was successful ir 


passing the ~~ GPA! examinatiot 
of New York. 


Announcement 


N view of the unusually heavy early — 
fall registration, Pace Institute has 
found it necessary to arrange for large — 
additional facilities. Arrangements for @ 
new quarters in $0 Church Street, which — 
will serve as an annex to the adminis- | 
trative headquarters and lecture rooms | 
located for many years at 30 Church — 
Street, have been completed with the — 
Hudson and Manhattan Railroad, | 
owners of Hudson Terminal, 30 and 50 — 
Church Street. The combined facilities | 
will provide accommodations for an | 
- enrollment of more than twenty-five | 
hundred students. 
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The Branch Bank 


HE local communities of this 
~~ country are still served largely by 
banks purely local in character. In 
Canada an entirely different condition 
exists—each local community is served 
by one or more banks each of 
which is merely a branch of a bank of 
large capital located in one of the prin- 
cipal cities of the country. 

In the border states and provinces, in 
which there is a contrast between the 
two methods—such a contrast as 
exists, for example, between Montana 
and Alberta—the local business man, 
while admitting the greater safety of 
the branch bank, is likely to feel that 
a branch bank, managed by a salaried 
s¢mployee who is often sent to the com- 
munity from a distant city, is not as 
esponsive to local business needs as a 
yank purely local in character. While 
he less sympathetic attitude of the 
wanch bank admittedly often retards 
he development of a community, there 
s, however, the safeguard against the 
ocal enthusiasm which often results 
N Over-extension of credits. 

So far as opinion in our own country 
$s concerned, the sentiment is strongly 
n favor of a bank which is local in 
haracter, which is officered entirely by 
cople who are an integral part of the 
ommunity, and which is more respon- 
ive to local needs and views thana 
tanch bank whose general policies 
te fixed by a far-distant directorate. 

This opinion will place a practical 
Mitation for a good many years to 
ome upon the extension of the branch 
lea in banking, particularly in the 
festern states—a limitation that is in 
scided contrast with the branch ideas 
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HE all-day-and-evening meeting 


idea is everywhere gaining ground 
among accountants. The New York 
and New Jersey state societies, as 
elsewhere stated in this issue, will 
meet in October. Full reports of these 
meetings will be given in the November 
1S SUE. 


An autumn affair of this kind 
provides a means for organizing the 
Society's work for the year and is in 
every way desirable and beneficial. 


—Tue Epiror. 


as expressed in the establishment of 
chain-store outlets. The latter idea is 
as popular in the west as in the east, 
and local prejudice against it is rapidly 
disappearing. The development of the 
branch idea in banking, notwithstand- 
ing certain unquestioned advantages 
of the method, is likely, for the reasons 
given, to be much slower. 


Reserve Principle in 
Banking 


NTIL the enactment of the Fed- 

eral Reserve banking law, for a 
period of 75 years or more, national 
banks were forbidden to establish 
branches. Each bank played a lone 
hand, and in times of stress increased 
its reserves by curtailing credits. Here 
was found a principal cause for various 
financial panics, such as the one of 
1893. This procedure was largely rem- 
edied by the Federal Reserve Banking 
Act, under which national banks are 
allowed to establish branches and 
reasonable provision is made for the 
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extension of credits in times of financial 
stress. 

In the studies made preliminary to 
the enactment of the Federal Reserve 
legislation, it was found that the Eng- 
lish and Canadian systems, which pro- 
vide for central reserve banks with 
local branches, produced a greater 
volume of credit with a given amount of 
gold than did our method of individual 
banks, and at the same time afforded a 
gteater insurance against financial 
panics. These facts were a potent 
factor in obtaining the support which 
was necessary for the passage of the 
Federal Reserve Act. 


Referees in Bankruptcy 


(ie significance can be read into 
the action of the referees in bank- 
tuptcy of the country in organizing a 
national association, following a two- 
day conference in Detroit in July, the 
announced purposes of which include 
betterment of practice in bankruptcy. 
This action comes at about the time 
when the recently enacted amendments 
to the National Bankruptcy Act became 
effective; likewise, at a time when the 
business public, because of the heavy 
losses caused by bankruptcy and other 
business frauds, and because of the 
public discussion of bankruptcy prob- 
lems attendant on. the passage by Con- 
gress of the amendment to the bank- 
ruptcy law, is particularly well in- 
formed as to the weaknesses of the 
bankruptcy system and has clear-cut 
ideas as to what it would like to see in 
the way of reforms in bankruptcy prac- 
tice. On the shoulders of the referees 
in bankruptcy rests most of the respon- 
sibility for instituting reforms and for 
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putting into effect a business-like ad- 
ministration of bankruptcy estates. 
May their efforts be attended by a full 
measure of success. 


The Accountant's Peak- 
Load 


OW that conventions, national 
and international, are comfort— 
ably by, and the all-day meetings are 
in the process of getting by, the prac- 
tising accountant can settle himself for 
a few wecks of fairly comfortable work 
before the flood of calendar-year audits 
and tax work engulfs him. That 1s, 
he can settle himself comfortably unless 
a bankruptcy, embezzlement, or other 
emergency engagement intervenes. 

The accountant may some time be 
wise enough to use his influence effect- 
ively for the purpose of ironing out the 
accounting peak. This he could do by 
advocating continuous audit procedure 
and by recommending the substitution 
of logical fiscal years in place of the 
calendar year. 

But as it is, the peak lies around the 
turn of the year, as formidable as ever, 
and the accountant-must overcome it 
and save his health and temper as best 
he can. 


C.P.A’s in Shelby 


Che recent prize fight recalls the 
fame of Shelby, the ambitious 
little city of northern Montana which 
went bankrupt in order to have its day 
of prize-fight glory on the front pages 
of the newspapers of the country. But 
Shelby has come back, and is finding 
its oil field much more productive and 
satisfactory than its prize fight. And 
along its gumbo streets you can now 
hear stories such as the one about the 
two fellows who walked in a year or 
two ago, and who cleaned up to the tune 
of $3,000,000. This fall the gumbo is to 
give way to paving, which will bring 
its streets in keeping with its municipal 
building, and the fine camping facilities 
which this thriving city extends gratis 
to its automobile guests. The chief 
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Joun T. Kennepy, LL. B. 


DUCATOR, attorney-at-law, ac- 
countant, tax authority, gov- 
ernment officcal—this, in brief, de- 
scribes John T. Kennedy, of Washing- 
ton, D. C., born in Philadelphia, 
ana well known to-bundreds of busi- 
ness men, public accountants, and 
members of the bar im scores of cities, 
by reason of his many activities. 
A graduate of George Washington 
University Law School, with a degree 
of LL.B., and of Pace Institute, a 


member of the bar of the District of , 


Columbia and of Pennsylvania, Mr. 
Kennedy began early to apply his 
abilities, first as an auditor in the 
Marine Corps, then as associate coun- 
sel in corporate recetverships, and 
later as head of the Technical Depart- 
ment of Pace Institute. In 1918 Mr. 
Kennedy was named head of the Train- 
ing Division of the Federal Income 
Tax Unit, and was the first editor 
of the Federal Tax Bulletin Service. 
He was a member, also, of the first 
Committee on Appeals and Review 
of the Treasury Department. He is 
now in independent law practice in 
Washington, as tax counsel for 
attorneys and public accountants. 
He is also president of Benjamin 
Franklin University of Washington, 
successor in Accountancy instruction 
to Washington Pace Institute. 

Mr. Kennedy has been a productive 
writer of authoritative texts on bank- 
ing, including the federal reserve act, 
on sales, and on federal taxation. 
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of police (we met him socially, not 
officially)—a chief who is a worthy 
son of a Missouri sheriff killed in the 
performance of duty—tells us all this 
and more. ) 


And right on the main street—promi- 
nently displayed, be it noted—is the 
sign “‘Certified Public Accountant,” 
which assures to the community that 
all knotty questions with regard to de- 
pletion may be handled with skill 
and celerity, and that no business man 
need forego the pleasure and safety of 
authenticated statements with regard 
to his comfortable profits. 


Continuing Education 
Kee G abreast of current develop- 


ments is a current educational 
problem with every professional man, 
be he lawyer, doctor, or accountant. 
The lawyer must be familiar with the 
most recent legislation and court de- 
cisions; the doctor must keep informed 
with respect to the latest discoveries in 
technique and remedies; and the ac- 
countant must be familiar with the 
latest developments in tax and bank- 
ruptcy practice and with current legis- 
lation and court decisions bearing on 
business matters. 


Here is a phase of professional edu- 
cation which has received scant con- 
sideration—the acquisition of technical 
knowledge as the practitioner moves 
along in his calling. The alert pro- 
fessional man acquires this knowledge 
by taking an active part in professional 
societies, by attending conventions and 
other technical gatherings, by the 
careful reading of technical magazines 
and books, and by keeping himself ever 
receptive to new ideas. 


Accountancy is undergoing suc 
rapid development and extension that 
the accountant particularly needs to 
give thought to this matter of continu-_ 
ing education. He can ill afford to 
neglect attendance upon professional 
society meetings, and to overlook the 
careful reading of accountancy maga- | 
zines and other accountancy publicay 
tions as they come from the press. 


countant makes to social wel- 
fare to-day ranks as high as 
that of the attorney or the engineer.”’ 
Thus succinctly did Dr. John T. 
Madden, dean of the School of Com- 
'merce, Accounts and Finance of New 
‘York University, strike the keynote 
of the discussion of ‘‘Education for 
the Profession of Accountancy’’ in 
his paper before the International 
Accountants’ Congress at Amsterdam 
‘in July—a keynote that is found also 
in the papers on the same subject pre- 
| sented by E. E. Spicer, F.C.A, London, 
England; and by W. H. Elles, of Am- 
sterdam, member of The Netherlands 
Institute of Accountants. 


T=: contribution which the ac- 


Status Discussed 


Interesting and valuable expositions 
of the status of accountancy and of 
the prospects of the profession in the 
three countries from which these com- 
mentators come, are afforded by their 
papers. Taken as a whole, they form 
a valuable study of the profession as 
seen by nationals of the three coun- 
tries which many will agree have had 
the greatest influence in the develop- 
ment of accountancy as a profession. 
Hollanders have long been noted for 
their exactitude in matters of accounts. 
To be in error in one’s reckonings in 
that country has long been regarded 
‘a serious breach of the conventions, if 
mot of the law. England is looked 
upon in this country as the mother of 
ithe accountancy profession here; and 
throughout the civilized world the 
United States is credited with having 
put into effect many innovations and 
improvements which enable account- 
ants to keep abreast of modern business 


Keview of papers delivered at International Congress of | 
Accountants -» English, Dutch, and American systems 
for training accountants contrasted 


iE the past decade, particularly in 
the United States, great strides 
have been made in preparing men for 


the practice of Accountancy. The 
review here given of the three papers 
on this interesting subject, read before 
the International Accountants’ Con- 
gress in Holland, will make clear for 
our readers the methods of preparation 
in the three countries, and the progress 
made in recent years. 


—Tue Epirtor. 


and industry. So the views of the 
representatives of these countries as 
to the proper methods of educating 
future public accountants garry great 
weight and make a worth-while con- 
tribution to the literature of the pro- 
fession. 


All three of the papers have been 
printed in English, and will soon be 
available to students and practitioners 
in this country. 


Striking Differences 


One is impressed, first of all, by the 
striking differences, disclosed by an 
examination of the three papers, in the 
methods followed in the education of 
those who are to carry on the profession 
of accountancy in the years to come 
and in the openings available to the 
accountancy student. 


In England, in order to become a 
chartered public accountant, a young 
man must bind himself as an articled 
clerk for from three to five years with a 


cree) 


Education for the Profession 
of Accountancy 
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practicing chartered accountant, during 
which he studies the theory of account- 
ing while he is performing practical. 
work for his master. 

In Holland, it is disclosed, The 
Netherlands Institute of Accountants, 
composed of practicing accountants of 
that country, prescribes a course of 
study and actually conducts the classes. 
There are about eight hundred students, 
some of whom are employed in ac- 
countants’ offices, and others in various 
Capacities in industry and commerce. 

In the United States, it is pointed out 
by Dr. Madden, schools of account- 
ancy have grown rapidly in size and 
importance in late years, and provide 
an excellent means of acquiring an 
education in accountancy, in conjunc- 
tion with practice in accountants’ 
offices, which is required in most of 
the states as a prerequisite to obtain- 
ing recognition as a certified public 
accountant. 


Wide Latitude 


In the United States more latitude is 
given the student of accountancy in his 
choice of means of acquiring an account- 
ancy education and of securing a cer- 
tified public accountant designation from 
his state than in either of the other 
countries under observation. He may 
attend one of the many large schools of 
accountancy that have come into exist- 
ence during the past quarter ofa century; 
he may accept employment in the office 
of a practicing accountant, and study 
while performing practical tasks; or 
he may educate himself by reading 
and study and even by the actual prac- 
tice of public accounting, which is not 
barred by law. No matter what course 
he may follow in acquiring his techni- 
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cal training, the accountancy student, 
to obtain recognition by his state as a 
certified public accountant, will, in 
most cases, be required to have a cer- 
tain term of experience with a prac- 
tising accountant, besides passing the 
prescribed examinations. Thus, the 
United States, it is disclosed, has in 
effect a system of education and quali- 
fication for the profession which 1s 
different from that of either of the other 
countries—a system which is freer from 
restraints and restrictions, and which 
offers to the aspiring accountant every 
opportunity to employ his talents and 
ability. 


Students of Effeccency 


Uniformity of standards of efficiency, 
it is shown by the comments of these 
three practitioners, is found only in 
The Netherlands; and lack of uniform- 
ity complicates matters in England and 
in the United States, so far as laying 
down hard and fast rules for educating 
future public accountants is concerned, 
and in determining the best curriculum. 
However, it may be noted that there 
is little divergence of opinion on the 
part of these three speakers as to the 
fundamental requirements of educa- 
tion needed by a public accountant. 

Various societies in England have 
varying standards of efficiency applic- 
able to their members; in the United 
States, with each state propounding 
examinations to condidates for recogni- 
tion as certified public accountants and 
with varying requirements in the dif- 
ferent states, uniformity of standards 
seems to be far off. Mr. Elles’ paper 
seems to indicate that The Netherlands 
has attained the highest degree of 
uniformity in education for account- 
ancy. practice. 

Mr. Spicer has many criticisms to 
make of the English system of educa- 
ting accountants. He points out that 
no control is exercised there over the 
nature of the practical training that is 
given the articled clerk, a defect that 
would seem to be most serious. ‘The 
whole of the special training of an 
accountant takes place after the articles 
have commenced,’ says Mr. Spicer. 
“This special training consists of prac- 
tical work in the office of a practising 
accountant, together with concurrent 
theoretical training.” 

There is e peoeen of the Institute 
of Chartered Accountants that any 
practising chartered accountant may 
have two articled clerks. Mr. Spicer 
refers to the whole present system of 


articles as archaic, and suggests, among 
other changes, that the articled clerk 
be paid a salary, especially if the stand- 
ard of admission to the ranks of articled 
clerks is raised by requiring certain 
additional preliminary technical train- 
ing, which Mr. Spicer advocates, and 
which would make the articled clerk 
of more value to his master. Mr. 
Spicer believes, too, that no man 
should be given a certificate of char- 
tered accountant and allowed to prac- 
tice on his own account before he is 
twenty- five years of age. 

Mr. Spicer tells what becomes of the 
atticled young aspirant for chartered 
accountant. He says: ‘‘The main bus- 
iness of every practicing accountant is 
auditing, and it is usual to employ 
the newly bound articled clerk upon 
elementary detail work in connection 
with audits. It is submitted, however, 
that where the articled clerk has had 
no preliminary theoretical training, 
the’ practice isfeeumsound:. 2.2.0) 
Among the reasons advanced by Mr 
Spicer as to why this practice is un- 
sound, are that nobody should be em- 
ployed to check the work of other 
persons unless and until he himself is 
capable of performing that work; in 
the early stages of his training the 
articled clerk often spends much time 
in performing work the true significance 
and importance of which he does not 
understand; experience has proved in 
the case of other professions, notably 
the medical profession, that theory 
must precede practice if the best results 
ate to be obtained. 


Scholarships 


Another constructive suggestion by 
Mr. as is that scholarships be 
founded to assist youths of outstanding 
ability to qualify for the profession. 
He expresses the hope that an inter- 
national prize of eminence equal to that 
of the Nobel Peace Prize will be offered 
for works on accountancy subjects. 
He believes that the profession is lack- 
ing in first-class text-books. 

Mr. Elles has no serious criticism 
to make, either directly or by impli- 
cation, of the system or of the curric- 
ulum followed in his country; and, 
indeed, close reading of the details of 
the method of educating future public 
accountants in The Netherlands, and of 
the thoroughness with which a wide 
field of subjects is covered, leads one 
to believe that a satisfactory condition 
exists there. 

Promoting the education of coming 


public accountants is one of the chief ob- 
jects of The Netherlands Institute of | 
Accountants, and no half-way measures | 
were adopted, either by this organiza- 
tion or, so far as is known, by the other | 
two bodies to which brief reference | 
is made by Mr. Elles. Uniformity of — 
education was deemed by the Institute | 
a necessaty element, so courses were | 
organized under the leadership of qual-_ 
ified persons, and students were en- 
rolled. | 

Students are admitted by the Neth- 
erlands Institute only on the proposal _ 
of three members of the Institute; they 
must have obtained diplomas in book- | 
keeping. There were about 800 stu- 
dents of the Institute at the end of last 
year; they were partly assistants who | 
were employed in accountants’ offices, 
and partly assistants who had found 
positions in commerce and industry | 
and other branches of business life. 
The Board of Examiners is composed 
of thirteen men, all of whom are acting © 
as public accountants or have been 
acting as such. 


Weaknesses of American System 


Explained 


a | 
4 
Special interest attaches, from the | 
American point of view, to the criti- _ 
cisms of present conditions in this 
country made by Dr. Madden, and to © 
the constructive suggestions that he © 
offers. | 
He describes as a great weakness in — 
the United States at present, the lack of © 
proper liaison between the state exam-_ 
ining boards and the schools, on the one © 
hand; and between the practitioners or _ 
their professional societies and the 
schools, on the other. This clear-cut 
statement directs the attention of the — 
profession in the United States to con- 
ditions that could easily be remedied. — 
; an 

Dr. Madden expresses the opinion — 
that a weak point in the armor, so far _ 
as the American system of professional _ 
training is concerned, is in the matter 
of practical field experience for the © 
beginner in the profession. He speaks — 
of the seasonal nature of temporary — 
employment given to student account-_ 
ants, and points out that this works — 
to the detriment of the beginner and — 
also to the detriment of the service 
which the public receives from the — 
accountant. “I regret to say -thatm 
very little has been done by our prac-_ 
titioners to remedy this defect,’ he — 
adds. q 
Dr. Madden expresses the belief 
that a secondary school education 
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should be the minimum requirement 
for employment by practicing account- 
ants of student accountants. He takes 
no stand on the question as to whether 
those who are to become members of 
the profession should possess educa- 
tional qualifications beyond the sec- 
ondary school, and asks the question, 
“Of what shall the. proposed training 
beyond the secondary school consist, 
if there is to be insistence on a broader 
education preliminary to the study of 
accountancy?” 

Striking unanimity of opinion is 
disclosed on the part of the three com- 
mentators with relation to the ele- 
ments that, in their opinion, go to 
make a complete accountancy educa- 
tion. 

All three agree that among other 
objectives sought by accountancy edu- 
cation—and these are regarded as major 
objectives—are the ability to make a 
“logical arrangement of ideas’’ and 
clarity of expression. They point out 
that these very desirable attributes can 
be developed in conjunction with the 
study of subjects with which account- 
ants must be thoroughly familiar. 

All three agree that the broader and 
more extensive the preliminary educa- 
tion of the accountancy student, the 
better it will be for him and for the 
profession. 


Bookkeeping 


Messrs. Spicer and Elles make the 
point that no student should be allowed 
to undertake the study of accountancy 
until he has first been thoroughly 
grounded in bookkeeping. Such a 
preliminary training is not now re- 
quired in England; it is demanded of 
any candidate for admission to the 
Holland Institute’s course of study. 
Dr. Madden says, “After all, ‘the 
science of accounts rests on two very 
simple principles—the relation of debit 
and credit, and the distinction between 
capital and revenue. We are con- 
cerned with only two books—the 
ledger and the journal.’’ Study of 
bookkeeping, Dr. Madden points out, 
comes either as the first step in an 
accountancy course, or asa_ preliminary 
in a commercial course. 

Mr. Elles says: “Bookkeeping is a 
technicality which ogee a peculiar 
place in education. Generally, the 
accountant will not have to practice 
this technicality in his profession, but 
at the same time he should possess the 
greatest possible theoretical and prac- 
tical knowledge of it; through this 


Juan R. OssaNDON 
of Antofagasta, Chile 


es O me, the preparation of a 

statement or the solution of a 
complicated corporation problem was a 
real pleasure,’ said Juan R. Ossan- 
don, who was graduated recently from 
Pace Institute. Such a statement, 
no doubt, explains in a large measure 
why Mr. Ossandon so successfully 
completed his studies at the Institute. 


Only six years ago, Mr. Ossandon 
was enabled to come to New York to 
“acquire a thorough knowledge of 
American business methods’ through 
funds made available by the city gov- 
ernment of Antofagasta, Chile. Dur- 
ing his stay in this country he has 
Spent his entire time in learning 
American business and accountancy 
methods. 


Referring to his work at Pace In- 
stitute, Mr. Ossandon said, ‘‘I cer- 
tainly enjoyed every part of the course. 
From the beginning of Semester A to 
the completion of Semester F, I could 
see the excellent system of teaching 
used by the Institute. The high 
Standards that are maintained enable 
the student to get the most out of the 
course. I have but words of praise 
for the Institute organization.” 


Mr. Ossandon will return to his 
native city in the near future, either 
to take up the public practice of ac- 
countancy or to apply in some other 
way the knowledge he has gained in 
this country. 
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knowledge, which for him is not an 
end, but a means to be able to execute 
his practice as accountant properly, 
he must possess a sound Lanes of 
the technical problems of bookkeeping 
which he may meet in the course of 
his work .... Whoever wants to 
study then for accountancy, has to 
obtain beforehand a diploma for book- 
keeping.”’ 

The three commentators are agreed 
that practical work in accountancy 
must accompany the theoretical studies. 
“The education of the professional 
accountant, Mr. Spicer says, *‘must 
be based on knowledge acquired by 
theoretical means augmented by empir- 
ical training. Neither means is sufh- 
cient by itself, and it is only the combi- 
nation of the two that is effective in 
producing thereally expert accountant.’ 


Development of the Profession 


Dr. Madden tells interestingly how 
the practical application of activity 
resolves itself into a science, as an 
illustration of the necessity for a com- 
bined theoretical and practical train- 
ing. He says: j 

‘Our profession has passed through 
a process of development not unlike 
that of other professions. The art of 
healing was formerly practiced as an 
applied art with very little or no back- 
ground of scientific training. Surgery, 
such as existed, was within the province 
of the barber. All applied activity, 
with the advance of time, resolves it- 
self into a science. The notary became 
a lawyer; the healer became a doctor; 
out of the researches of the alchemist 
grew the science of chemistry. Cer- 
tain laws were discovered in the applied 
art of healing which were formulated 
and organized into a scientific body of 
information. Then it was discovered 
that these laws could be taught in the 
school and our great medical schools 
were established. The science of law 
likewise was studied in the office of the 
practitioner and later in due course our 
great schools of law grew up. Thus 
we see that the historical development 
of applied art in any field follows a 
typical process. Science and the school 
are inextricably interwoven. There 
were no schools of accounting at first. 
The beginner apprenticed himself to 
a practitioner and served his time under 
the master. The young man who 
entered business or trade likewise ex- 
pected to be taught in the school of 
experience. Experience keeps a good 


school, but it is often a costly school 
(Continued on page 19) 


The New York State Society of Certified 
Public Accountants 


Brief historical sketch Of the 
ization of C.P. A's =~ Objects of the Society => 


Present development and 
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HIRTY years ago at this time a 
small group of men in the City of 


New York were making plans and 
laying the foundation for an organiza- 
tion which today is looked upon as a 
leader in the profession of accountancy. 
That organization—the New York State 
Society of Certified Public Accountants 
—was destined to have a far-reaching 
influence on the business, professional, 
and financial life, not only of the city 
and state of New York, but of the entire 
country—an influence for advance- 
ment and progress far beyond the high- 
est hopes of the handful of men who 
formed it. 

By no stretch of the imagination 
could those men, newly made certified 
public accountants under the first law 
to be enacted by any state in the union 
giving recognition to the profession of 
accountancy, have pictured to them- 
selves the powerful, flourishing, pur- 
poseful, and well-managed organization 
that today is known as The New York 
State Society of Certified Public Ac- 
countants. 

Had these few men, with high ideals 
and a desire to better conditions under 
which the profession of accountancy 
was practiced in this country, been 
gifted with second sight; had they 
been crystal gazers and possessed of 
extraordinary powers to penetrate the 
future, they could have hardly visual- 
ized the remarkable strides to be made 
by the organization, in keeping with 
the growth of the profession; they 
could have hardly conceived the in- 
fluential position that their littlesociety, 
struggling along with small numbers 
and meagre resources, would occupy 
a generation later. That these pio- 
neers built well, that their vision 
was keen, that their belief that the 
profession of accountancy was destined 
to go far and.to gain a high place in 
public esteem was well founded, is evi- 
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MartTIn Kortjoun, C.P.A. 


Secretary, New York State Society of 
Certified Public Accountants 


denced by the record of this society. 

Many of the men who helped to found 
the New York State Society are still 
active in the accountancy field; several 
of them have passed on; to all of them 
American accountants acknowledge a 
debt of gratitude for what they ac- 
complished for all accountants. 

It was but natural that New York 
should be the first state to organize a 
state society of certified accountants, as 
it was the first state to enact, in 1896, a 
certified public accountant law, which 
created that class of accountants and 
gave them legal recognition. Two 
vears later Pennsylvania enacted a sim- 
ilar law; today, laws of that nature 
are on the books of all the states. 

Because it was the first society, and 


first state organ- 
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because of the magnitude of financial 
and business operations centering in the 
Empire State, with the resultant concen- 
tration of accountants in the City of 
New York, the New York State organ- 
ization took the lead in organizing the 
legally recognized members of the pro- 
fession, in shaping policies, and in setting 
up’ standards of professional conduct 
and of preparation for the profession. 
This leadership has been at all times in 
capable hands; the Society has always 
acquitted itself with credit, and points 
to a record of which its members are 

proud. | 


Development 


The surviving members of that small 
original group of men today look about | 
the spacious, well-equipped and well- 
furnished quarters of the Society on the — 
eighteenth floor of the building at 110 
William street; they turn pee after 
page of the Society's list of members, — 
numbering now 882; they inspect the 
well-equipped and rapidly growing 
library of the Society; they read the 
clear and illuminating technical papers, — 
addresses, and discussions of present day 
economic and financial problems dis-_ 
tributed by. the Society; they listen to” 
the reports of what the Society is | 
accomplishing in the way of service to | 
the business public, and congratulate 
themselves on being the pioneers of 
this movement. | 

It is not to be wondered at that these 
men, by many regarded as the ones 
responsible for the real beginnings of | 
American professional accountancy, — 
have been accorded places in the Ac 
counting Hall of Fame. 

It will be thirty years next March, ~ 
on the thirtieth day of the month, that_ 
the first meeting of the New York State~ 
Society was held, in the Waldorf Hotel. 
That the profession in New York will | 


The Pace Student, October, 1926 


View of Board Room at headquarters, where Directors and committees meet. 
This room is available to members for conferences. 


adequately observe that day, is a fore- 
gone conclusion. 

The New York State Society was not, 
however, the first organization of ac- 
countants to be formed in this country. 
Thirty-nine years ago this fall a national 
organization of accountants was formed 
by men practicing accountancy in the 
larger centers, including Chicago, Bos- 
ton, and Phildalephia, as well as New 
York. That organization was com- 
pelled to set its own standards for 
admission, as no legal recognition had 
then been given the profession of ac- 
countancy. 


C.P.A. Legislation 


It was due to the activity of account- 
ants in the City of New York that the 
Legislature in 1896 was induced to 
enact a measure creating the certified 
public accountant. Desire for protec- 
tion in their calling, for its ak re 
ment, and for the setting up of proper 
standards by the state government for 
the practice of this profession, actuated 
she accountants of the state of New 
York in requesting such a law. As 
s00n as the law was enacted, and a 
qumber of eligible accountants had 
yualified under it as certified public 
iccountants, the demand came Be an 
wWganization of these certified men. 


The New York State Society was the 
result. 
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The minutes of the Society do not 
show what conversations, discussions 
and planning took place in the late fall 
of 1896 and the early part of 1897. They 
do show, however, that at the first 
meeting of the Society on March 30, 
1897, at the Waldorf Hotel, articles 
of incorporation were presented and 
wete signed by those present who had 
not already attached their signatures to 
the articles. It is evident, then, that 
some time prior to that meeting certi- 
fied public accountants had discussed 
plans for the organization, and had 
prepared the articles of incorporation, 
which were dated January 25, 1897. 

The five original signers of the 
atticles of incorporation, names which 
will long be remembered in account- 
ancy, were John Hourigan, S. Eugene 
Sargent, Francis Gottsberger, Farqu- 
hart J. McRae, and Henry Harney. 

John Hourigan was chosen temporary 
chairman, and Francis Gottesberger 
secretary, when the first meeting of the 
Society convened. The others present 
at the meeting signed the articles of in- 
corporation, and thus became charter 
members, together with the five named 
above. These signatures, too, include 
names which rank high to-day in ac- 
countancy. They were C. Waldo Has- 
kins, A. S. Patterson, Elijah Watt 
Sells, J. R. Loomis, Arthur W. Teele, 


Another view of Board Room, showing library of Society, containing many valuable works and literary records. 
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Rodney S. Dennis, H. S. Corwin, 
Charles Both, J. N. Kelly, Edward L. 
Suffern, and William G. Shaible. Ata 
subsequent meeting, by special motion, 
two more accountants were permitted 


W. Atcorn Brown 
Assistant Secretary of the Society 


to affix their signatures to the articles 
of incorporation, and .thus become 
charter members. They were Thomas 
Bagot and T. P. Ryan. Of all these men, 
the following are living today: John 
Hourigan, S. Eugene Sargent, Farquhar 
J. MacRae, A. W. Teele, and William 
G. Shaible. 


Mr. Haskins was elected president, 
Mr. Hourigan vice-president, Mr. Teele 
secretary, and Mr. Corwin treasurer, 
at that first meeting. Mr. Haskins 
was reelected president in May of that 
year, which was the time chosen for 
the annual meeting, and served five 
terms consecutively, and a part of a 
sixth term, being succeeded by Mr. 
MacRae early in 1903. Mr MacRae 
served three full terms in addition to 
a portion of Mr. Haskins’s last year. 
Franklin Allen served two terms, begin- 
ning in May, 1906; John R. Loomis 
served one term, beginning in 1908; 
Henry R. M. Cook three terms, begin- 
ning in 1909; William F. Weiss one 
term, beginning in 1912; Edward L. 
Suffern one term, beginning in 1913; 
Hamilton S. Corwin three terms, be- 
ginning in 1914; John R. Sparrow the 
greater part of three terms, beginning 
in 1917; J. S..M. Goodloe two terms, 
beginning in 1919; Howard B. Cook 


one term, beginning in 1921; Robert 
H. Montgomery two terms, beginning 
in 1922; Homer S. Pace two terms, 
beginning in 1924; and the present in- 
cumbent is Dr. Joseph J. Klein, who is 
serving his first year. 

Of the former presidents, six have 
passed away. These are Charles Waldo 
Haskins, Franklin Allen, John R. 
Loomis, Edward L. Suffern, Hamilton 
S. Corwin, and John R. Sparrow. 

The New York State Society has 
taken steps to have its records put into 
such shape, in the form of a historical 
account, that they may readily be con- 
sulted and be an inspiration for coming 
genetations of accountants. At a fe- 
cent meeting the president was empow- 
ered to appoint a historian, and un- 
doubtedly the work of compiling an 
account of the activities of the organ- 
ization since its formation will be 
undertaken soon. 

Space does not permit even a review 
here of the many activities of the 
Society. Some idea of the scope of the 
present day activities and program of 
the organization may be gained, how- 
ever, by a glance at recent annual re- 
ports. 

Robert H. Montgomery, for instance, 
when he completed his second term as 
president in May, 1924, said in his 
annual report: ‘“The activities of the 
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Society during the year just ended 
have been directed toward strengthen- 
ing the position of the public practice 
of accountancy as a profession in the 
State and toward increasing the So- 
ciety’s capacity for service to the public, 
to the profession at large, and to our 
own members.’ 

It was during President Montgom- 
ery’s last term that a program for pro- 
fessional and technical research was 
adopted, this research to be conducted 
through forty or more special com- 
mittees. These committees have func- 
tioned well during the past two years, 
and have produced literature and dis- 
cussions of great value to the profession. 

It was during President Montgom- 
ery’s term, too, that a code of profes- 
sional conduct was adopted, to which 
the practitioners of this state readily 
subscribed, and which has now been 
in effect for many months. 

The code of ethics, and the advanced 
practices resulting from the technical 
studies made by the Society's members, 
have jointly been of great benefit to the 
public and to business men. They are 
cited merely as examples of the for- 
ward looking program of the society. 

It was during the last year of Mr. 
Pace’s presidency that the Society ob- 
tained separate quarters and furnished 
them, thus placing at the disposal of 


Executive Office of the Society 
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its members unexcelled facilities for 
the transaction of Society affairs and 
the study of public problems. 

Martin Kortjohn, the present sec- 
‘retary, assumed office after the annual 
meeting in May, 1925, succeeding James 
F. Farrell, who had served eleven terms, 
beginning in 1914. Assistant Secretary 


-W. Alcorn Brown and his stenogra- 


phers, typists, and clerks have an ever 
expanding routine with which to oc- 
cupy themselves. 

During the greater part of Mr. Far- 
tell’s incumbency the offices of the 
Society were in his professional offices. 
Samuel D. Patterson was Mr. Farrell's 
predecessor, serving six terms beginning 
in 1908. Leon Brummer had preceded 
him, serving nine terms beginning in 
1899. Arthur W. Teele, the Society’s 
first secretary, had served from the 
time of organization in 1897 until the 
election of Mr. Brummer in 1899. 

_ During its thirty years of existence, 
then, the Society has been served by 
five men at various times, as secre- 
taries. All of them devoted much 
time and effort to the Society’s business, 
and it was largely through their efforts 


‘that the Society grew and prospered 
‘and carried out constructive programs 
devised by the other officers and com- 
mittees. 


Education 


In the early days of the Society it 
was determined that a proper educa- 
tional system, for the training and 
preparation of the coming generations 
of accountants, was a necessity. The So- 
ciety cooperated in establishing the 
School of Commerce, Accounts and Fi- 
ance in New York University, and 
through its Committee on Educational 
Standards for Accounting, the Society 
has made valuable studies of methods 
of educating and training men and 
women for the profession. 

When the new federal revenue law 
of 1926 was under discussion by Con- 
gress, the Society, through a technical 
committee, made a careful study of the 
federal tax system and presented a 
carefully prepared: series of recom- 
mendations to Congress and to the pub- 
lic. Many of the Society’s recommen- 
dations were made a part of the new 
aw; others still form the basis for 
additional proposed changes in the law 
and the regulations. 

_ During its career the Society has 

operated closely with other organi- 
zations of public accountants, both 
State and national. It contributed 
b10,00c0 «to the library endowment 


fund of the American Institute of Ac- 
countants in 1917, and since that time 
has established a library of its own, 
the principal contribution to which 
has been made by Robert H. Mont- 
gomery. The attitude of the Society 
toward other organizations, especially 
those national in scope, was made 
plain at the first meeting ever held, 
when a resolution was adopted to the 
effect that “‘it is the desire of this 
Society to cordially cooperate frater- 
nally with all existing societies of 
American accountants and in all hon- 
orable methods for the benefit of the 
profession of accounting.”’ 

An unlimited field of activity pre- 
sents itself to the Society, and the atti- 
tude of the members is such that it is 
likely that the organization will con- 
tinue to enlarge its service to the public 
and to the profession. 

No development of importance passes 
unnoticed by this Society,whether it be 
in the realm of finance, of business, of 
commerce, of economics, of court de- 
cisions affecting business practices, or 
of government. The alertness of the 
Society in laying before the public the 
facts relative to happenings affecting 
the welfare of the public is typical of 
the attitude of responsibility: to the 
public that is in evidence throughout 
the activities of the organization. The 
Society is aided in this work by its 
newly created Committee on Public 
Relations. . 

Formation of a Chapter of the 
Society at Buffalo a little more than a 
year ago, is indicative of the constant 
gtowth of the organization. Other 
chapters are projected. 

Dr. J. J. Klein, president, is proving a 
dynamo of energy, and with his in- 
spiration and guidance the headquar- 
ters of the Society are becoming more 
and more the center of far-reaching 
activities of great benefit to the citizens, 
not only of the State of New York, but 
of other states as well. 


EDGAR SWICK, of the 
Worthington Pump & 
Machinery Corp., says 


13 not keep or compile a lot of 
records which are’never looked at 
or are seldom referred to. 

Study the various executives to whom 
reports go. Find out exactly what is 
wanted and in what form. Then give 
all the information possible from the 
records. Be careful, however, not to 


burden the executive with unnecessary 
detail.—From the N..A.C. A. Bulletin. 


As to Profits from 
Endowment Securities 


RECENT inquiry with respect 

to the nature of gains derived 
from the sale of endowment securities 
was as follows: 

‘Do you Care to give me your opinion 
upon the following? Certain endow- 
ment funds for an institution have been 
invested in securities. 

“Some of these securities are sold 
at a profit and others purchased. The 
institution carried the profit to general 
income and the bankers object to our 
opinion that the profit on the securities 
results in an increase of endowment 
funds rather than an income for either 
the special fund or the general fund. 

“This to us is a capital transaction, 
but if we are not right we will doubly 
appreciate being set right.” 

Reply to this interesting question 
follows: 

‘Possibly the best way of looking 
at the proposition is to consider what 
would happen in the event of a loss— 
would a loss from the sale of endow- 
ment securities be borne by the organi- 
zation or would it be charged against 
the principal of the fund. We know 
of no instance in which it is advocated 
to have the loss borne by the organi- 
zation. It is a poor rule that does not 
work both ways, and if it is admitted 
that the loss should be borne by the 
fund, then it is equally proper that the 
income should accrue to the fund. 

“This question has been considered 
in several books, and the weight of 
opinion of those writers who have 
considered the subject, favors treating 
the items as capital transactions.: 

‘The only work we have in our own 
library which deals with the subject 
is a book entitled College and Univer- 
sity Finance by Trevor Arnett, pub- 
lished by the General Education Board, 
61 Broadway, New York, N. Y. Mr. 
Arnett, on page 31 of the book, states: 
‘When the property is sold and the 
profit actually in hand, the endowment 
should be augmented by the amount 
of the profit.’ 

“Other references could, no doubt, 
be given you by the librarian of the 
American Institute of Accountants, 135 
Cedar Street, New York, N. Y.”’ 


JOHN H. ALLEN, formerly of the 
administrative staff of Pace Institute 
is now connected with the Mine and 
Smelting Supply Co., of Denver, as 
credit manager, 
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Control of Stock in Branch Store 
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matter in the control of opera- 

tions of a branch store is the con- 
trol of stock—a matter that will be 
discussed in detail. This control has 
several aspects. 

First, it is essential that the proper 
kind of merchandise be carried—mer- 
chandise that will find a sale in the 
community. Second, it is essential to 
carry adequate stocks to meet the rea- 
sonable demands that will be made; 
and, equally, to guard against the un- 
necessary use of capital in carrying 
excess stocks. Finally, it is necessary 
to determine that the merchandise sent 
to the store is being probes accounted 
for, either as reported sales or as unsold 
merchandise on hand. 

The first two matters depend upon 
inspection and personal managerial 
supervision. It is not possible to deter- 
mine the type of merchandise that will 
sell in a given community without 
making an investigation of living and 
other conditions in the community. 
It is not possible to determine that 
inadequate stock is being carried un- 
less a check-up is made of calls for com- 
modities that cannot be filled because 
the commodities are not in stock. And 
it is not possible to determine whether 
idle stocks are being carried without 
reference to physical inspection of 
stocks from time to time, the deter- 
mination of rates of turnover, and the 
like. The matter of accountability for 
stock, however, is one that depends 
in Many instances upon record-keeping. 


Method Outlined 


A method of stock control in com- 
mon use, and applicable to ordinary 
circumstances, will therefore be out- 
lined as follows: 

Merchandise is sent to the store, 
either direct from the suppliers or from 
a central warehouse. A determination 
is made of the selling-price value of the 
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OW many cans of tomatoes have 
we in the Albany store?’’ will be 
easy to answer if a system of chain- 
store stock control like the one herewith 
described is installed. 

The rapid growth of the chain-store 
system of retailing has raised many 
difficult questions for the accountant 
to answer. Not the least of these 75 
the problem of adequate stock control. 
The following article, we hope, will 
clear up many cloudy points with 
respect to this knotty problem. 


—Tue Epirtor. 
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merchandise that is thus sent to the 
store. Better control is probably af- 
forded if, as a matter of organization 
policy, the various branch stores are 
supplied from a central warehouse. 
Under such circumstances, an invoice 
would be made out by the central ware- 
house to charge the store for each 
delivery of merchandise. If merchan- 
dise is delivered direct to the store by 
the supplier, it is preferable, if it can be 
done without undue complication, that 
the supplier's invoice be rendered to 
the head office and that, in turn, an 
invoice be made out at the head office 
charging the store. The invoice to the 
store is priced at selling price, and the 
total amount of the invoice is posted 
as a charge to a stock-record sheet. 

An appropriate record should be made 
in the store, by means of cash registers, 
sales clerks’ tickets, and the like, of all 
sales made. The amount of sales should 
be reported periodically, preferably 
daily, to the main office. The total 
amount of the sales is posted as a credit 
to the record sheet that is maintained 
for the store stock. 


Vital factor in control of operations 2» Detailed 
procedure with essential forms 
Discussion of selling-price basis 


Causes “Gia 


oc 


It is obvious that the amount by 
which the charges for merchandise 
forwarded exceed the credits to the 
store for merchandise sold will repre-_ 
sent the value of the merchandise on — 
hand in terms of selling price. A physi-_ 
cal inventory taken at the store, and 
priced at selling price, should reconcile 
with the balance as shown by the — 
record mentioned. A shortage will 
indicate the necessity for managerial 
attention. Among causes leading to a 
shortage will be theft of Hee 
by employees, theft of merchandise by — 
customers, sales made at prices less than — 
the established selling price, errors in” 
computing the total of sales slips, and 
errors in packing goods by means of — 
which a customer received more mer-— 
chandise than he paid for. 


, 


Adjustments 


Adjustments to selling prices are 
likely to be made from time to time. 
If a price reduction is permanent, an 
inventory should be taken, as at the 
close of business on the day preceding — 
the day the reduction takes effect, of 
the quantity on hand of each item 
the selling price of which is to be re-_ 
duced. This quantity multiplied by the 
difference between the old selling price 
and the new selling price will represent 
the reduction in the current selling- 
price value of such articles. The store 
should be credited with this reductio 
in value on the store stock-record sheet. 

If the adjustment in selling price is a 
permanent increase, an inventory should 
be taken, as at the close of business on 
the day preceding the day the increase 
takes effect, of the quantity on hand of 
each item the selling price of which is 
to be increased. This quantity multi- 
plied by the amount of the difference 
between the old selling price and the 
new selling price will represent the 
increase in the current selling-price 
value..of .such articles. The store 
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should be charged on the store stock- 
record sheet with this increase in value. 

In the event that a reduction in selling 
price is to be made on account of a 
special sale, and is, therefore, temporary 
in its nature, the procedure outlined in 
the second preceding paragraph may 
be adopted. Upon completion of the 
sale, however, when normal selling 
Prices are restored, a new inventory 
should be taken of material still on 
hand on which the price should be 
adjusted upward, and the procedure 
outlined in the next preceding para- 
gtaph should be followed. 


Invoice NO: Moers 


From Warehouse to Store No........... 


Toral 


Description 
P Value 


Quantity 


Form 1—INvoice 


An alternate procedure, probably 
better in connection with special sales, 
is to take an inventory of merchandise 
subject to special selling prices, im- 
mediately before the ‘sale and immedi- 
ately upon completion of the sale. The 
difference between the two inventories 
will show the quantities sold. This 
quantity should be multiplied by the 
difference between the special selling 
price and the regular selling price. The 
‘store should be credited with the 
amount so found. 

Merchandise will occasionally be 
‘returned by the store. A credit memor- 
andum should be prepared and priced 


The Pace Student, October, 1926 


at current selling price, and the store 
should receive credit therefor. The 
above procedures will involve the use 
of the aie 

A form of invoice to be rendered to 
the store. 

A form for informing the store of 
price changes. 

An inventory sheet to be used by the 
store for reporting inventory of ma- 
terials on hand, the selling price of 
which is the subject of permanent in- 
crease or decrease. 

A sheet to be used by the store for 
reporting quantities of material sold 
at special sales. 

A form of credit memorandum to be 
made out for returns by the store to 
the warehouse, or for transfers from 
one store to another. 

A store stock-record sheet to be kept 
at the main office, in which to record 
the figures. The sheet should contain 
columns as follows: 

Date: 

Charges to store: 

(a) For merchandise sent to store 
from warehouse (or direct 
from suppliers) 

(b) For merchandise sent to store 
from other stores 

(c) For increases in selling prices of 
merchandise on han 

(d) Total 

Credits to store: 

(a) For sales made 

(b) For returns to warehouse (or to 
suppliers) and transfers to 
other stores 

(c) Reductions in selling prices 

(d) Total 

Balance: 

A suggested form of invoice is given 
in Form 1. The invoice is in ordinary 
form and requires no special comment. 

A suggested form for informing a 
store of price changes is given in Form 2. 
The figures respecting money amounts 


INVENTORY OF MATERIAL 
Subject to Price Change 


Store No...... 
Eff CCRiteet hts siesi6d.s Sci. 9c « 


Price change memo. No....... 


Quantity 
on Hand 


Description 
Old 


Selling Price 


Price Change Total Change 


New Increase Decrease Increase 


Decrease 


Form 3—Inventory or MaTERIAL 


| Subject to price change 


fia! 


represent merely the unit prices for the 
merchandise listed in the description 
column. If the charge is for a special 
sale only, appropriate note of the dura- 
tion of the sale may be made at the top 
of the form. 

A form of inventory sheet to be used 
by the store for reporting inventories 
of material on hand, the prices on which 
are subject to permanent change, is 
shown in Form 3. The facts respecting 
quantities on hand are determined from 
physical inventory. The facts respect- 
ing selling-price increase, or selling- 
price decrease, are posted to the inven- 
tory sheet from the price change mem- 
orandum. The total quantity on hand, 
multiplied by the amount of the unit 
change in selling price, will give the 
total amount for which the store 
should be charged, or the total amount 
for which the store should be credited, 
as a result of the price change. 


Price Change Memorandum 
INO Laur ae 
Store No....... 


BiCGEveher si: beets AOL OI 


i 


Selling Price Price Change i 


Description 


New Decrease Increase | 


| Old 


\ 
| 


i 
| | 


im 


Form 2—Parice CHaNGE MEMORANDUM 


A form of sheet to be used by the 
store for reporting quantities of mer- 
chandise sold at special sales is pre- 
sented in Form 4. The information 
respecting quantities on hand before 
the sale and after the sale are deter- 
mined from physical inspection. The 
quantity Ran is determined by com- 
parison of the quantity on hand after 
the sale with the quantity on hand 
before the sale. The information with 
respect to selling price is posted from 
the price-change memorandum. The 
total increase or decrease in selling 
price of the goods sold is obtained by 
multiplication of the quantities sold 
and the unit price decrease. 

The form of credit memorandum for 
transfer of goods from one store to an- 
other is illustrated in Form 5. This 
form is practically self-explanatory and 
requires no comment. 

A form of store stock-record sheet is 
illustrated in Form 6. On the first day 
of the month, the selling-price value of 
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the stock on hand at the close of the 
last business day of the preceding month 
is inserted on the first line, in the column 
headed “*balance.;”. Every ‘day, the 
quantity of merchandise billed to the 
store by the central office is inserted in 
the column headed ‘‘merchandise 
billed.’” The current — selling-price 
value of merchandise transferred from 
other stores is entered in the column 
headed ‘‘transfers.’’ Increases in sell- 
ing prices, as shown by price-change 
memorandums, ate recorded in the 
column headed ‘‘mark-ups.’’ The 
total charges to the store ibe the day 
are entered in the total column under 
the ‘heading “‘charges.”’ 

Similarly, each day the total sales as 
reported by the store are entered in the 
column headed ‘‘sales.’’. Returns to 
the warehouse, as determined from 
credit memorandums, are entered in the 
column headed ‘‘returns.’’ Decreases 
in the current selling prices, as shown 
by the inventory sheets, are entered in 
the column headed ‘‘mark-downs.’’ 
The total credits to store are entered in 
the total column, and the resultant 
balance as at the close of the day, ob- 
tained by deducting the total credits 
from the sum of the balance as at the 
close of the preceding day, plus the 
charges for the current day, is extended 
to the balance column. 

The procedure will be better under- 
stood by reference to the following 
tabulation: 
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Report OF SPECIAL SALE 


Store No.. 5... 
Effectiviecitnr, sie sk saitjesvenur gore 


Price change memo, No....... 


Quantity 
Sold 


Description 
Regular 


Selling Price 


Total Change on 


Price Change Sales Made 


Increase 


Decrease 


Decrease Increase 


| Special 


Form 4—Report oF SpEcrAL SALE 


It will be seen that the store stock- 
record will, at the close of each day, 
furnish a figure which represents the 
selling-price value of the merchandise 
that should be in stock at the store. 
An inventory taken as at the end of any 
day, if priced at current selling prices, 
should reconcile with the figure for the 
balance as at the close, of that par- 
ticular day. If it does not reconcile 


Credit Memorandum 
aay Enea Poe Sse frota Store! NOsic. .-sice 
yee 


Toral 
Value 


Selling 
Price 


Quaatity Description 


January 31, closing balance........... $1,000.00 
February 1: 
Merchandise billed....... $600.00 
pl fansters ae. eee 200.00 
IMatk=upsyiein.: cakes eee 100.00 
Total charrcsiaer...reane 900.00 Form 5—Crepitr MEMoraNDUM. 
$1,900.00 : 
Salles Saeko ee $500.00 “ with the balance shown by the stock- 
Returns navies. | A eee $0.00 record sheet, the need of managerial 
Mark-dowinss). seen 150.00 investigation is disclosed. 
Adjustments are sometimes necessary 
lL Otalvereditsene nee 790.00 ; 
by reason of stock on hand that be- 
Balance: 9Se eh nhs ee $1,200.00 comes unsalable for one reason or an- 
Store Stock RecorpD 
Store Now... we 
IMIGREHIOL eee eceitins sso nL Gie s 
CHARGES CREDITS 
Date Balance 
ea Transfers pas Total Sales Returns Re Total 


Form 6—Store Stock RecorD 


other. Generally speaking, it is good — 
policy for control purposes, if it can — 


be done without too much trouble and 
expense, to have such material returned 
to the warehouse for disposition. Un- 
der such circumstances, the usual credit 
memorandum would be made out. 


material, a credit memorandum should 


be made out as in the preceding in-~ 
stance. Instead of showing, however, — 
that the merchandise was returned to — 


the warehouse, the word “‘destroyed”’ 


or other appropriate notation would — 


If 
the store manager receives permission ~ 
to destroy or otherwise eee of the 


be made on the form. The form, how-_ 


ever, would be posted to the credit of © 
the store stock-record sheet, in order 


that the store may receive credit against — 
the inventory balance. The same pro-- 
cedure may be used for shortages which » 


are approved for writing off. 


Extension Student Excels | 
in Normal School Contest 


WESLEY KNORR, Pace Institute, — 
- Extension Division, whose home is — 


in Bloomsburg, Pa., in a recent contest 


conducted by the Indiana State Normal — 
School of Pennsylvania, open to candi-— 
the entire  statem 


dates throughout 


finished third best in typewriting and 


sixth best in rapid calculation. 
evident that a high-school student who 


can thus excel will give a good account — 
of himself in the larger field of account-— 


It isa 


ancy study. Mr. Knorr has suggested 
the name of a friend who finished ninth 
in point of ability in the entire state in 
the bookkeeping examination as a 
logical Panes for work with Pace 


Institute. J. Wesley is 18 years old, 
weighs 150 pounds, and is 6 feet and 2 


inches tall—a sizable chap in physique 


as well as in typewriting prowess! 
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Unzform System of Accounts 
for Hotels 


Publication of the Hotel Association of New York 
City reviewed by MARTIN KorTJOHN, C. P.A. 


{Bae Hotel Association of New York 
City has published a manual on a 
“Uniform System of Accounts for 
Hotels.’’ Credit for the publication of 
the manual is due all of the members of 
the Hotel Association. E. M. Statler 
served as chairman of the proprietors’ 
committee and W. J. Forster, C.P.A.., 
served as chairman of the accountants’ 
committee. 

The following comments by Martin 
Kortjohn, C.P.A., who has reviewed 
the manual, will be of interest: 

Uniform accounting, cost or general, 
is a great aid toward establishing cor- 
dial relations between concerns in the 
same line of business; and one industry 
after another has appointed commit- 
tees, composed of persons more or less 
able, to design such systems. No one 
is perhaps so well qualified to frame a 
good system as the professional account- 
ant who has observed the workings of 
many systems in the same or other lines, 
and the Hotel Association of New York 
City 1s to be complimented in placing 
on its accountants’ committee such well- 
known general practitioners as Mr. W. 
J. Forster and his C.P.A. associates, 
Messrs. Chester P. Child, William D. 
Cranstoun, and F. W. Squires, all mem- 
bers of the New York State Society of 
Certified Public Accountants and other 

rofessional bodies. While other uni- 
Pict systems may be highly practical, 
and others absolutely correct from a 
technical viewpoint, the manual for 
hotels combines correct theory with 
absolute practicability. The efforts of 
the professional accountant are also 

articularly noticeable in the manual 
the fact that proper accounting ter- 
minology has been closely adhered to. 
The manual is therefore a wholesome 
improvement upon many other works 
of a like nature. 

‘With all this in mind, the manual is a 
good deal like mother’s cake; there is 
not enough of it. It is hoped that the 
manual is intended as a modest begin- 


ning and not the last word in hotel 
accounting. It is certainly a big step 
towards uniformity and the elimination 
of ruinous competition, and it forms a 
valuable addition to technical account- 
ing literature, though its fixed price, 
five dollars, for 91 pages, removes it 
somewhat beyond the reach of the 
average student. It undoubtedly ex- 
plains in a certain way hotel accounting 
as it exists in New York City better 
than any other printed authority. It is 
no surprise to us when the preface says 
that “over twenty important hotels 
have already adopted the system and 
scores of others throughout the country 
have asked for the manual before it 
could be printed.’’ It states in a concise 
way, and in great detail, the statements 
and accounts of a hotel be it ever so 
large or small. In addition, statistical 
statements are liberally added, so that 
the executive may have before him all 
that is worth while knowing. 

We notice with considerable regret 
from the preface that “‘without doubt 
the revisions will be confined chiefly 
to simplifying and clarifying.’’ In our 
opinion, lack of simplicity and clarity 
is not one of the manual’s defects; we 
believe it is exceptionally simple and 
clear, and we should have been surprised 
if, with the talent available, this were 
not so. But it is incomplete—sadly 
incomplete. It may be that the scope 
of the committee was limited; it is 
possible that the manual was designed 
merely for use in the larger hotels which 
employ highly competent accounting 
staffs and professional auditors; per- 
haps the committee was unduly in- 
fluenced by the products of other similar 
committees; and possibly the manual 
is not intended as a general handbook 
for hotel accountants and managers; 
but with comparatively little additional 
labor, to be performed on future edi- 
tions, the gathering of accounting 
information, the internal check on 
income and expenses, and the items on 
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the balance sheet peculiar to the hotel 
industry, might be covered with im- 
mense profit to the industry in general. 
These items are of such vital import- 
ance to a hotel that they should if 
possible be placed in a work of this 
kind. We are painfully aware that 
other uniform systems do not contain 
such matter; but that, in itself, is not a 
good and sufficient reason for its omis- 
sion from a work prepared by such ex- 
perts as compiled this manual. We hope 
that future editions will cover at least 
a part of these subjects. An additional 
hundred pages on records, internal 
check and procedures, and on the items 
on the balance sheet peculiar to a hotel, 
would certainly make the manual much 
more valuable. 

In the present form, only four pages 
are devoted to an exposition of the 
balance sheet, and such large costs as 
rent and depreciation are considered as a 
mere general expense to be applied to 
the entire gross income after deducting 
direct operating costs. This makes it 
impossible to place the responsibility 
for loss, or the credit for gain, where it 
properly belongs. Very often in a hotel 
a department is considered:a source of 
income, whereas if a proper rental 
charge was applied it could be shown 
that the department is nothing but a 
convenience to the guests, necessary as 
it may be. While the line of least resist- 
ance always counsels against costing 
methods, the desire to place executive 
responsibility should control. It is 
dificult but not impossible to place 
proper rental charges and depreciation 
against departments of a hotel, and we’ 
predict that future editions of the 
manual will so recommend it. We are 
sure that the committee is too thorough 
in its methods to abandon such an 
attempt, which would be worth while 
even if it confined the allocation to a 
good estimate. 

Practicing accountants can learn much 
from the manual in the way compara- 
tive information is combined on hotel 
Statements with accounting facts. Per- 
centages and figures for the previous 
year are ingeniously added to the state- 
ments for the current year, and are 
closely studied by the executive of a 
hotel; guesswork has practically no 
place in hotel management; a decline in 
business or a rise in expenses, has the 
immediate attention of the proper 
persons, and the manual shows how the 
information should be presented. All 
in all, the manual deserves high com- 
mendation and should be in the library 
of every accountant who does extensive 
hotel accounting work. 


Organization of Referees in Bankruptcy 


Gt A 


OLLOWING closely on the heels 
FR of action by Congress in amend- 

ing and strengthening the Na- 
tional Bankruptcy Act, comes the 
formation by the referees in bankruptcy 
of a national organization, through 
which it is hoped to secure uniformity 
of procedure in the various federal 
jurisdictions and to effect large savings 
to business men and at the same time 
to throw additional safeguards, which 
are calculated to prevent fraudulent 
use of the law, around the bankruptcy 
system. 

The National Association of Referees 
in Bankruptcy is the title given the 
new organization, which came into 
being as the result of a two-day con- 
vention of referees in bankruptcy, held 
in Detroit on July 10 and 11. More 
than one hundred referees in bank- 
ruptcy, representing all sections of the 
country, were present; and it is believed 
that the action taken is a distinct step 
forward and an economic move of 
great importance. 


Objects 


The announced objects of the new 
assOClation are: 

To promote better acquaintance 
and codperation among referees in 
bankruptcy of the United States 
courts. 

To secure a greater degree of uni- 
formity in the administration of 
estates in bankruptcy. 

To encourage expedition in the 
liquidation of estates and economy 
in the administration thereof. 

Generally to improve the practice 
in bankruptcy cases. 

It was announced that active mem- 
bership is restricted to referees, but 
that any person ‘‘rendering or having 
rendered public service in connection 
with bankruptcy work is eligible for 
honorary membership.’ 

Accountants should be particularly 
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organization formed recently in Detrozt 
KING first prestdent 2 


interested in the provision for honorary 
membership, in view of the fact that 
many of them are called upon to per- 
form valuable services in the liquida- 
tion of estates, as receivers and trustees, 
or as employees of receivers or trustees. 
This should, under the terms prescribed, 
make them eligible for honorary mem- 
bership 1n the association, which would 
serve to keep them in close contact with 
the work that is being done and planned 
by the referees in bankruptcy. 

Business men will be interested in the 
objects set forth by the new associa- 
tion. ‘Generally to improve the prac- 
tice in bankruptcy cases’’ would alone 
be a worth-while undertaking in the 
eyes of creditors who have lost large 
sums through loose practices under the 
bankruptcy law. 

Encouragement of expedition in the 
liquidation of estates, another of the 
objects announced by the new associa- 
tion, will also appeal to business men. 
Dilatory methods, which mean not 
only months, but years, in collecting 
the assets of an estate and in distribut- 
ing them to creditors, mean losses that 
are considerable, in addition to losses 
incurred through the failure itself. 

Uniformity in the administration of 
estates in bankruptcy means much to 
the legal profession, and consequently 
to the business men who have claims 
against bankrupt estates. 


Detroit Conference 


Some interesting sidelights on bank- 
ruptcy practice came to light during 
the Detroit conference. Oscar W. Ehr- 
horn, of New York, pointed out that 
attorney's fees are quite often out of 
proportion to the size of the estates 
involved, and that great care should be 
taken to prevent excessive charges. 

A stand against giving priority to 
claims of workmen and landlords was 
taken by John Keogh, of Bridgeport, 
Conh. “The creditors are the teal 
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Comments by prominent men 


owners of the assets of a bankrupt 
estate,’ he declared. “The pendulum 
has swung from where the law was a 
hardship on the debtor to where it is a 
hardship on the creditor. The sooner it 
swings back, the better it will be for 
all of us.”’ 


Sectional Differences 


An interesting analysis of public 
sentiment relative to bankruptcy legis- 
lation was made by Simon Fleischmann, 
of Buffalo, N. Y., who said that in the 
hearings before Congress and its com- 
mittees, when the amendments to the 
National Bankruptcy Act were up for 
discussion, it developed that west of 
the Mississippi River the people 
strongly favor the debtor class, while 
east of the Mississippi the sentiment is 
in favor of the creditor. This splits 
Congress, Mr. Fleischmann said, to the 
extent that there is even an under- 
current in favor of repealing the bank- 
ruptcy law. 

Harold Remington, of New York, 
author of several books on bankruptcy, 
made the point that bankruptcy courts 
are school-rooms for the teaching of 
commercial morals. He said that many 
of the persons who appear in bank- 
ruptcy court have had no training in 
business morals and in most instances 


‘are devoid of the cardinal principle of 


business life—telling the truth. 

“What the referee permits them to 
do is their standard of right conduct,” 
said Mr. Remington. “‘What he winks 
at is all right. What he does not let 
them do is wrong.”’ 

Robert A. B. Cook, of Boston, chair- 
man of the Bankruptcy Committee of 
the Commercial Law League of Amer- 
ica, said there is existent a disregard 
of the spirit of the bankruptcy law, 
principally by creditors, generally by 
debtors, and only too frequently by the 
courts. 

“Creditors are too prone to give 


their cases to whoever may solicit 
them,”’ he said, “‘and then they look 
to the courts for protection of the 
rights they themselves have neglected.’ 

Closer contact with business men as a 
means of broadening the scope of vision 
of referees and of materially checking 
the soliciting and trading of claims, 
was urged by Elmer N. Powell, of 
Kansas City. 

“Unless creditors awaken to the 
codperative duty they owe, we can 
hope for no cure for real or imaginary 
bankruptcy evils that exist in the 
public mind or any lasting remedy for 
alleged abuses in administration,” said 
Mr. Powell; “‘but we must make it 

ossible for creditors to codperate more 
Pally. 

‘Practical education along these lines 
is an indispensable mission of the referee 
that will bring about a spirit of helpful 
codperation and unite sound business 
with the referees in their lofty purpose 
of checking frauds, restoring assets 
fraudulently concealed and transferred, 
and in creating an altogether clean 
atmosphere about the bankruptcy 
courts. 


Fee System Obsolete 


Mr. Powell is an advocate of the 
salary system of payment of referees, 
instead of the present fee system. He 
characterized the present system as 
obsolete and contrary to good, sound 
business practices. 

“With creditors paying tremendous 
sums every year for administration ex- 
-penses,’’ he said, ‘‘they have a right to 
know that every effort is being made 
along every branch of administration 
work looking toward the most econ- 
omical methods practicable and con- 
sistent with eflicient, successful ser- 
vice.”’ 

The meeting of referees at Detroit 
was described as the first national 
meeting of these officers of the federal 
court. Referee Paul H. King, of De- 
troit, who was largely instrumental in 
bringing the referees together, made the 
bald statement that incompetence in 
business is the outstanding cause of the 
majority of bankruptcies. 

Punishment of dishonest «debtors, 
even at the sacrifice of dividends, was 
urged by E. Paul ee of the Na- 
tional Association of Credit Men, if the 
fight against commercial fraud is to be 
successful. He expressed the hope that 
referees would soon see a substantial 
improvement in the attitude of business 
men and their credit managers, in cases 
that come before the court. 
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A REFEREE in bankruptcy, need- 
less to say, should be a lawyer— 
should have comprehensive legal train- 
ing and experience. But in addition 
to these primary qualifications there 
are many other necessary things. 
Dealing as he does with lame and 


broken-down businesses of every de- 
scription, he has need for a vast 
economic knowledge with respect to 
commercial, industrial, public utility, 
and business organizations. 

Paul H. King, LL.B., of Detrott, 
Michigan, is, perhaps, one of the best 
known referees in bankruptcy in Amer- 
ica. In 1919 he was elected one of the 
two referees in Bankruptcy for the 
Eastern District of Michigan, and 
is still serving in that capacity. He 
is therefore extremely well qualified to 
hold his present office as president of the 
recently formed National Association 
of Referees in Bankruptcy. He has 
had long and varied experience in the 
fields of business, politics, and the 
practice of law, and has held numer- 
ous offices in public and quasi-public 
organizations. We are especially for- 
tunate in presenting to our readers an 
excellent likeness of Mr. King. 

Mr. King was instrumental in the 
calling and holding of the national 
conference of referees in Detroit on last 
July 9 and 10, at which the perma- 
nent organization known as the 
National Association of Referees in 
Bankruptcy was formed, and his elec- 
tion to the presidency of this associa- 
tion came about as a matter of course. 


2 


The practice of permitting attorneys 
for creditors to act later in the same 
proceedings for receivers and trustees 
was generally condemned by the referees 
present. This condemnation was ex- 
pressed in the discussion’ following an 
address on ‘‘Bankruptcy Ethics,’’ by 
Benton Baker, of Bismarck, N. D. 


Many of the practices condemned by 
the referees have been outlawed by the 
amendments to the National Bank- 
ruptcy Act. For instance, solicitation 
of claims by receivers or attorneys for 
receivers is now prohibited, and this 
should result in a checking of an indis-* 
criminate and wholesale assignment of 
claims in bankruptcy cases. 


It is believed that, as a result of the 
formation of this organization by the 
referees in bankruptcy, a wider knowl- 
edge of the provisions of the bank- 
ruptcy law will be imparted to business 
men, and that a distinct improvement 
in bankruptcy practice will result, with 
large savings to all concerned. 


The First Officers 


Paul H. King, of Detroit, was chosen 
as the association's first president; 
Watson B. Adair, of Pittsburgh, was 
elected vice-president; and Frank J. 
Comfort, of Des Moines, Ia., secretary- 
treasurer. Directors were chosen to 
represent wide-spread districts, as fol- 
lows: 

Dan W. Lincoln, Worcester, Mass.; 
James W. Persons, Buffalo, N. Y.; 
John T. Olmstead, Harrisburg, Pa.; 
Russ J. Nesbitt, Wheeling, W. Va.; 
E. M. Baker, Dallas, Tex.; Charles 
T. Greve, Cincinnati; Charles A. 
Burnett, Lafayette, Ind.; Elmer N. 
Powell, Kansas City, Mo.; Stephen 
N. Blewitt, Stockton, Cal. 


M. L. GANLY was successful in pass- 
ing the May, 1926, New York State 
C. P. A. examinations. Mr. Ganly 
is a graduate of Pace Institute and a 
member of its accounting faculty. Mr. 
Ganly is a member of the staff of 
Wythes & Wilson, 50 Church St., 
New York. 


A. A. LALLY, a graduate of Pace In- 
stitute, New York, successfully passed 
the May, 1926, New York State 
C.P.A. examinations. 


CHARLES KOLLIN, who graduated 
from Pace Institute in 1923,successfully 
passed the May, New York State C.P.A. 
examinations. 


Management Week, October 25th—30th 


Accountants support movement for first time e 
Purpose and scope of organization 2» Sponsored 
by Division. of Simplified Practice, 
States Department of Commerce 


GS DD 


UBLIC accountants make their 
Pree as supporters of Management 
Week for the first time this year, 
having been given official status as 
sponsors of that institution through the 
affiliation of the American Institute of 
Accountants with the National Com- 
mittee having in charge arrangements 
for the observance of Management 
Week, October 25th to 30th. 
Recognition is thus given to the im- 
portant role filled by public accountants 
in bettering management. Account- 
ants, through their participation in 
this movement, will be introduced 
to the business public as a group spec- 
ially qualified to advise in problems of 
management. 


Purpose 


Management -Week is a period set 
aside for the intensive study and dis- 
cussion of any problem of management, 
whether of industry, commerce, finance, 
or social organizations. During that 
week, special programs and meetings 
are arranged in practically all the large 
cities of the country. In some instances 
one large meeting, participated in 
jointly by a number of organizations, 
is held; in others, a series of special 
meetings under the direction of various 
organizations, is arranged. 

Management Week is not a very old 
institution, but, in the few years that 
it has been observed, it has attained an 
enviable place in the annual program 
of study and activity by business men, 
engineers, accountants and others. 

The United States Department of 
Commerce, like the American Institute 
of Accountants, becomes a sponsor of 
Management Week this year for the 
first time. Both of these agencies, how- 
ever, have aided unofficially in making 
Management Week programs of other 
years successes. Secretary of Commerce 
Herbert C. Hoover was Honorary Chair- 
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man of Management Week last year. 
Individual accountants in a number of 
industrial centers have taken part in 
Management Week programs by pre- 
senting papers and participating in 
discussions. 

The Division of Simplified Practice of 
the Department of Commerce is the one 
specifically charged with arranging the 
participation of the government in the 
program. 

Other sponsoring organizations this 
year are: American Society of Mechan- 
ical Engineers, American Management 
Association, Taylor Society, and So- 


ciety of Industrial Engineers. The 
sponsoring organizations function 


through a National Committee, com- 
posed of one representative of each. 

Henry S. Dennison has been named 
honorary chairman for this year. 

He is president of the Dennison 
Manufacturing Company, of Framing- 
ham, Mass.; was assistant director of 
the Central Bureau of Planning and 
Statistics during the war; he is now 
Director of Service Relations of the 
United States Post-office Department; 
he is a trustee of Antioch College, 
Yellow Springs, O., and is a member of 
the Boston Chamber of Commerce, and 
of ‘thes Taylor Se@eicryeHe | is. the 
author, with others, of ‘Profit Shar- 
ing,’ published in 1918. 

W. H. Leffingwell, New York, is 
chairman of the National Committee, 
and Ray M. Hudson, chief of the 
Division of Simplified Practice, U. S. 
Department of Commerce, is secretary. 

“Progress in Waste Elimination’’ was 
chosen as the topic for discussion at this 
year’s meetings. In the discussions of 
this subject an effort will be made to 
appraise the results obtained during the 
last five years in waste elimination. It 
is the hope of the committee of sponsor- 
ing organizations that interest may be 
focused on the gains in efficiency of 
management which have followed the 
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surveys of waste in industry and com- 
merce made by the Hoover Committee 
on Elimination of Waste in Industry; 
by the Committee on Business Cycles 
and Unemployment; and by the National 
Distribution Conference. 

The three reports which were made 
following these surveys contain many 
constructive recommendations for the 


elimination of waste in production and 


distribution, and thus for ‘‘the advance- 


ment of the science and the art of ad- 


ministration and of management’’—the 


aim of Management Week. 


These reports made specific recom- 
mendations as to methods of curbing 
wastes and stabilizing business. Co- 
Operative action by commercial and 
industrial groups followed in many 
instances, in an effort to reduce waste 
and to better management. It is felt 
that the time has arrived to check the 
results obtained, so this subject was 
selected for study and discussion this 
year. It is hoped that the discussions 
and papers will serve to show the 
extent of the benefits accruing from 
these attacks on waste. 


Committee Announcement 


An announcement made by the 
National Committee, referring to the 
surveys mentioned, and to the recom- 
mendations made as a result of the 
surveys, Says, 1n part: 

“In the interim, many business men 
have applied and tested these recom- 
mendations and have thus had the 
Opportunity to determine their worth 
or value. The National Committee 
therefore deemed it advisable to choose 
as the subject for Management Week, 
1926, ‘Progress in Waste Elimination.” 

“It is desired that meetings will be 
given over to a review of what has been 
accomplished in waste elimination 


throughout American business in gen-— 


: 
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eral, and thus demonstrate how well 
the movement has succeeded, and also 
demonstrate to the public the inter- 


relation of these several activities and 


the effects produced under their co- 
ordination. 
‘Such audit of public benefit wrought 


can not help but impress upon the public 


mind the value of consistent, concerted 
action toward waste elimination; and 
thus strengthen public appreciation and 
recognition of the importance and the 
service of Better Management.”’ 


Local Committees 


Each local committee ‘‘runs its own 
show.”’ It books its own speakers, 
defines its own program, and arranges 
its meeting or meetings. For the 1n- 
formation of local committees, the 
National Committee has prepared a 
manual, in which are described the 
functions of the national committee, 
methods of organizing the local com- 
mittee, how to plan the work of the 
local committee, suggested assignments 
for committee members, methods of 
interesting local organizations, and the 
most successful methods for conducting 
meetings. 

During the 1925 Management Week, 
115 meetings were held, with audiences 
totaling 16,000. The National Com- 
mittee is striving to pass that mark this 
year, and expects that meetings and 
discussions will be held in 117 industrial 
centers. 

The importance to the business public 
of these discussions can hardly be 
estimated, according to the National 
Committee. From an economic view- 
point the results of the concentration 
on a single subject, of the managerial, 
accounting, engineering, industrial, 
commercial, and financial brains of the 
country, are almost beyond comprehen- 
sion. The conclusions reached from 
these studies and discussions should be 
invaluable to this country in its struggle 
to maintain its supremacy in the fields 
of commerce and industry. A stand- 
ardization of practices should result, 
with great savings to business; and in 
it all the public accountant, the con- 
troller, the cost accountant, will be 
carrying a large share of the burden. 


Reduction of Waste 


The accountant is constantly striving 
for better management, through the 
medium of carefully compiled sugges- 
tions, tactfully presented, based on 
audits and other checks and observa- 
tions. Reduction of waste, it is felt, can 
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be brought about primarily through 
better management of all the operations 
of an industrial or commercial under- 
taking. 

The National Committee feels that 
the official recognition given Manage- 
ment Week by the American Institute 
of Accountants this year was particu- 
larly timely, in view of the service 
that public accountants and others in 
the accountancy field are rendering to 
industry and commerce, in their efforts 
to simplify processes, set up efficient 
checks, and measure the results of 
business undertakings. 


Practically every process in industry, 
it is pointed out, from the buying and 
shipping of raw materials to placing the 
finished product in the hands of dis- 
tributors or consumers, is subject to im- 
provement by reducing waste—waste 
of effort, waste in handling, waste due 
to defective planning or lack of plan- 


ning, waste in many other forms. Dis-. 


covery of these wastes is largely, if not 
entirely, the function of the accountant 
and cost accountant; devising of ways 
of eliminating or reducing wastes is also 
largely the function of the accountant, 
aided by the engineer and others. 


Likewise, in commercial lines, it is 
pointed out that the accountant is the 
one to whom the manager or owner 
turns logically to discover whether his 
methods of buying and selling, of 
handling goods, of making deliveries, 
of keeping records, are such as to bring 
to light the major and minor leaks, and 
to make a profit possible. 


Business leaders gave the warning 
months ago that, in the post-war 
struggle for commercial and industrial 
supremacy, managers must need look 
closely to their business methods, their 
manufacturing processes; must continue 
to increase volume, to reduce costs of 
handling, in order to meet world com- 
petition. Elimination of waste thus 
became of prime importance. 


Accountants the country over, then, 
are confronted with an opportunity to 
make their influence felt by taking 
active roles in the observance of Man- 
agement Week. Committees in each 
locality are now being formed; contacts 
are being made with chambers of com- 


merce, trade associations, and other 


bodies; programs are being arranged. 
To be put in touch with a local com- 
mittee, Secretary Hudson, of the 
National Committee on Management 
Week, who may be reached at the 
Department of Commerce in Washing- 
ton, D. C., should be consulted. He 
will welcome inquiries from account- 
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ants, will inform them as to progress 
made, and will give them assignments 
as to the parts they may play. 

Accountants everywhere should have 
at their disposal plenty of material, 
from their own experiences, to pass 
along to the audiences at Management 
Week meetings. Reports as to their own 
observations in waste elimination will 
be of great value to those studying this 
problem; specific instances could be 
cited that would be very helpful to 
others confronted with similar prob- 
lems. 


American Institute Represented 


Cecil S. Ashdown, a member of the 
American Institute of Accountants, and 
vice-president and comptroller of the 
Remington Typewriter Company, is the 
Institute's representative on the Na- 
tional Committee. He has gathered 
some observations and facts which he 
is putting into the form of a general 
paper, on which an accountant or comp- 
troller might base an address, supple- 
menting Mr. Ashdown’s observations 
with facts from his own contacts with 
industry, commerce, or finance. 

Plans are being made to compile the 
papers presented this year, with the 
idea of publishing them in a single 
volume, after giving recognition to the 
author of the paper deemed by the com- 
mittee to be the most comprehensive. 

President John W. O'Leary, of the 
Chamber of Commerce of the United 
States, is preparing a special statement 
for publication shortly before the open- 
ing of Management Week, in which 
he will set forth the advantages he 
believes will accrue from simultaneous 
public discussion of questions of man- 
agement. Honorary Chairman Henry 
S. Dennison will likewise prepare a 
statement to the business public, for 
publication shortly before the date set 
for Management Week, in which he 
will outline the purposes of this year’s 
studies and discussions. 


WANTED 


ACCOUNTANTS—Leading firm of cer- 
tified public accountants desires to ob- 
tain several in-charge, senior 
assistant, and junior assistant account- 
ants. Replies must be concise and state 
in order: name, address, telephone, age, 
religion, education, experience, present 
connection, salary expectation, and how 
soon available. Box 8, The Pace Student. 


tax, 
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Kecollections of Early Days of 


American Accountancy 


Review of James T. Anyon’s historical essay 2” 


_ Authentic chronicle of newest of the professions. 


Vi Nemec according toJames 
T. Anyon in his interesting “‘Re- 
collections of the Early Days of Ameri- 
can Accountancy,’’ had its inception as 
a profession in the United States about 
forty-six years ago. In his interesting 
historical treatise, Mr. Anyon has 
chronicled the stages of development of 
the profession in a manner that is 
appealing both to members of the pro- 
fession and to students of business 
history in general. 

As a member, since 1887, of the firm 
of Barrow, Wade, Guthrie, & Co., one 
of the earliest of American accountancy 
firms, Mr. Anyon is particularly able to 
portray the early days of the profession. 

Mr. Anyon takes his readers back to 
the time when a handful of accountants 
formed the first association in this 
country, and took the first steps to gain 

ublic recognition of the profession. 
Phe date of the birth of public account- 
ing as a profession in this country is 
placed at some time between 1880 and 
1883. 

‘I have been unable to find the name 
of any firm or practitioner who posed 
as a public accountant prior to that 
period,’ he writes. 

He recounts the circumstances lead- 
ing up to the organization of his own 
firm. Mr. Edwin Guthrie, coming to 
this country in the capacity of receiver 
in the case of a bankrupt financial con- 
cern of England, to appraise property 
held here, looked for a good accounting 
firm which might assist him in his 
investigations. 

‘He discovered that not only was the 
profession of accounts > Sea 
practically unknown in this country, 
but there was no such thing as a respon- 
sible accounting firm upon whom he 
could rely for any assistance he might 
require in his work.”’ 

In answering the possible question 
which might arise in respect to the 
early days—'‘How did business firms 
and corporations get along in those 
days without the aid and service of 
auditors and accountants and, in their 
absence, who did this class of work so 


necessary and essential in these times2’’ 
Mr. Anyon says, ‘It was not done, 
because there was no one recognized 
as fitted by training and experience to 
do it. Fraud and embezzlement on the 
part of trusted employees, loss and 
confusion through defective accounting 
methods, and a rule-of-thumb way of 
arriving at important accounting results 
existed then, and to a lesser extent they 
exist now, but this was a condition that 
could not be helped and in consequence 
business men fumbled along without 
such aid, on the theory probably that 
‘where ignorance is bliss’ it would be 
folly to change that happy mental 
condition.”’ 

The major portion of the work of the 
early firms was apparently confined to 
work of insurance companies. Very 
few commercial organizations availed 
themselves of the accountant’s service, 
practically all work coming within the 
province of the accountant being per- 
formed by attorneys. 

The few firms in existence had little 
or no knowledge of one another’s 
activities. Through Mr. Anyon’s efforts, 
however, these few pioneers were 
brought together; and the first organ- 
ized body of professional accountants, 
known as the American Association 
of Public Accountants, in 1886 came 
into existence. The history and 
growth of this pioneer society of eight 
or ten original members is of extreme 
interest. 

It is interesting to note here the 
names of the members of the first 
council of the American Association of 
Public. Accountants, as given by Mr. 
Anyon. Besides himself, there were 
Louis M. Bertheil, George H. Church, 
Mark: G. Merick;- G AoW. Sibley, 
William H. Veysey, Walter H. P. 
Veysey and James Yalden, all of New 
York; John Heins, Philadelphia; and 
Rodney McLaughlin, Boston. 

At the time of incorporation the 
association had 31 members, of whom 
seven were associates. This number, 
with a few who did not join, *‘practi- 
cally constituted all the exponents 
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and representatives of the profession 
of accounting at that time in this 
country.”’ 


The titles which were given to early 


practitioners were varied. Accountants 


were referred to by business men and 
the general public as “‘Experts,’’ “‘Ex- 
pert Accountants,’ or ‘‘Checkers.’’ 
Advertisements read thus: “‘John Doe, 
Expert Accountant, Books written up 
ah balanced, Tangled Accounts straight- 
ened out.”’ 
what the scope of the accountant’s 
work embraced, was extremely vague 
in the minds of the public at large. 
The author gives an interesting example 
of this lack of understanding in a per- 
sonal incident which involved the late 
Hetty Green: 

It is recorded that business men 
generally did not take very kindly to 
these new ‘‘experts’’ and the service 
they advertised. ‘‘If some real account- 
ing or bookkeeping problem had to be 
taken in hand,’’ Mr. Anyon writes, 
“the average business man would often 


In short, the idea as to just — 


go to his lawyer, or, better still, as 
costing less money, to his banker. and — 
obtain the services of one of the bank 


clerks.’’ Bankers, it is further recorded, 


had little or no use for the services of © 
accountants, and lawyers looked on — 


them in the light of trespassers on their 
own business preserves. 


Other cases illustrating the early © 
telations of the accountant and client — 
present facts which clearly define the © 


difficulties of establishing the profession — 


in the minds of business men. Ten years 


after the organization of the first firm, — 


according to Mr. Anyon, there resulted, 
‘undoubted development and advance- 


ment in accounting in respect both to a — 
better knowledge of the profession and — 


to its requirements on the part of its 
practitioners.’’ More commercial organ- 
izations recognized the value of the 


public accountant and engaged his — 
services for auditing work and survey’s — 
incident to mergers and incorporations. — 
Mr. Anyon, in addition to recording 
the early days, from 1883-1893, dis- 
cusses the present day status and future — 
of the profession. As a pioneer he is — 
ably qualified to render an accurate — 
chronicle of the past years of the 


profession and, in light of his early and 


long experience, is particularly fitted to © 
express an accurate opinion with re- ~ 


spect to the future. 

In these days when accountancy 
literature is lacking in work of a purely 
non-technical nature, Mr. Anyon’s ‘‘Re- 


collections’’ present a pleasant devia- 
tion for the accountant in his reading 


program. 
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Education for the Profession 
of Accountancy 
[Centinued from page 5| 


—a time consuming and wasteful pro- 
cess—especially when the whole of 
experience is to be acquired there. 


“Any process that shall shorten the 
time required for perfection, or that 
shall reduce the cost of training; is a 
socially justifiable expedient, and an 
economic necessity. 


“In logical order, then, a scientific 
society is organized to encourage higher 
standards, to guide professional educa- 
tion, to promote research, to stimu- 
late perfection in the art, to establish 
a code of ethics. These societies in 
conjunction with the schools preserve 
the discoveries of the past, 1mprove 
upon the methods of predecessors and 
lay the foundation for future progress. 
Thus does art lead into science, and, 
ultimately, through research and dis- 
covery, science brings back to applied 
art new methods and new processes.’’ 


Commercial Law 


Knowledge of the law is set up by all 
three commentators as an important 
requisite in the making of a complete 
accountant. Mr. Spicer even advo- 
cates requiring the candidate for clerk’s 
articles to have a preliminary education 
in business law before being accepted 
for articles, and Mr. Elles pays par- 
ticular attention in his paper to the 
necessity for legal training for the 
accountant, up to a Certain point. 
Training in the law of business is ac- 
cepted as one of the important factors 
in an American accountancy course. 

Close on the heels of a legal training 
in the laws of business comes the study 
of economics, in the curricula outlined 
by .all three speakers. Dr. Madden 
says, relative to this: 

“Economics is the science of business. 
If accountants may be criticised for one 
fault more than another, it is on the 
score of failing to apply economics to 
accounting. Proper training in public 
and private economy is as essential as 
training in accounting. As a Class, 
accountants have been justly condemned 
for being too engrossed in their daily 
work to the exclusion of public affairs. 
Many practitioners have contented 
themselves with enough background 
and no more to. pass examinations in 
economics. They have given no 
thought to the larger problem of apply- 
ing economic principles to the businesses 
of the clients resorting to them. It 


does not require a very high order of 
intelligence or training to certify to the 
correctness of a balance sheet if this is 
to be the full scope of the service ren- 
dered by the practitioner. The client 
has a right to expect that his profes- 
sional adviser will not only render 
service in these matters having to do 
with the accounts but more than this, 
he should receive from his accountant 
helpful advice on questions of business 
policy, business and financial condi- 
tions, problems of financial conditions, 
and problems of finance and manage- 
ment whenever he seeks such aid.”’ 


Business English 


In addition to a knowledge of eco- 
nomics, law, and bookkeeping, of 
which mention already has been made, 
Dr. Madden believes that accountancy 
students should have a thorough train- 
ing in the grammar and literature of 
their own country, and facility in 
writing, so that their reports may be 
models of clearness and good taste, 
instead of ‘‘the drab and uninteresting 
documents they frequently are.”’ 

Other subjects advocated by Dr. 
Madden as a part of a complete account- 
ancy course are political science, his- 
tory, production, factory management, 
personnel administration, finance— 
both public and private—history and 
theory of banking, and marketing 
methods and processes. “‘I would go 
so far as to urge that public examina- 
tions embrace all these fields of knowl- 
edge unless the student shall complete 
satisfactory courses in an institution 
of recognized standing,’ says Dr. Mad- 
den. , 

A suggestion that appears to be of 
great value is made by Dr. Madden to 
the practitioners of accountancy. He 
says: 


Annual Graduation 


Exercises 
Pace Institute, New York 


HE annual graduation exer- 

cises of Pace Institute will be 
held this year at the Machinery 
Club, Hudson Terminal Building, 
50 Church Street, New York, on 
Saturday, November 13, at 8 P. M. 
An informal reception and dance, 
under the auspices of The Pace 
Alumni Association, will follow 
the formal graduation exercises. 
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A Hidden Source of Knowledge. 


“Collectively the members of the 
profession possess a valuable wealth of 
economic data which remains buried 
in the audit papers. Has any organized 
effort ever been made to collect this 
information and make it available to 
the profession and through its mem- 
bers to the public which we serve? 
Why should we not endeavor to follow 
the practice of the medical profession 
in making public, with such  safe- 
guards as will suggest themselves in 
our case, the wealth of information 
which is obtained from the documents 
and records of clients? Every client 
will benefit by such a form of public 
service because whatever may be done 
to reduce the element of risk and un- 
certainty in business promotes the best 
interest of society. May we assert 
that we are members of-a profession 
while at the same time adopting a 
policy of narrow provincialism?”’ Dr. 
Madden pats tae belief that some- 
thing of this sort will take place before 
many years have passed on. 

Comparisons and contrasts of the 
utmost interest as to the status of pro- 
fessional accountancy in the three 
countries and as to the direction in 
which the profession is tending, are 
provided by the papers. 

Mr. Spicer says: ‘Bearing in mind 
the fact that the profession through- 
out the entire world is still in its in- 
fancy, that it is growing daily in 
national and international prestige, and 
that the scope of the duties of the pro- 
fessional accountant is constantly ex- 
panding, it is clear that too much 
attention cannot be given to the ques- 
tion as to what form of education will 
be most likely to produce in the future 
the best type of accountant to uphold 
the dignity of the profession.”’ 

Mr. Elles refers to the profession as 
one ‘which is quite new and develop- 
ing quickly.” 


History of Accountancy 


Dean Madden described the great 
strides made by the profession of 
accountancy during the past thirty 
years, spoke of the great value of the 
contribution which the accountant 
makes to the social welfare of the 
world, and predicted that “‘the ac- 
countant will be called upon to play 
an increasingly important role in mod- 
ern business if he qualifies himself to 
do so.” 

As long ago as 1900 the New York 
State Society of Certified Public Ac- 


20 


countants, according to Dr. Madden, 
expressed the belief that “the profes- 
sional accountant who is to serve his 
community well must not be a narrow 
trained juggler of figures, but on the 
contrary he must possess some knowl- 
edge of the whole field of business in 
addition to training in his special 
vocation. . 

Brief, but interesting, reviews of the 
history of public accounting in the 
three countries under consideration 
were presented as preliminary obser- 
vations by the authors of the papers. 


From Mr. Spicer it is learned that 
recognition in England of accountancy 
as a profession may be said to date 
from 1880, when the Institute of Char- 
tered Accountants was incorporated by 
royal charter, even though various small 
societies of accountants existed prior 
to that date. Mr. Spicer makes the 
observation that no serious effort was 
made until that time to bring practicing 
accountants under the disciplinary con- 
trol of one central organization. The 
Institute, according to Mr. Spicer, must 
have assumed that the prestige which 
the royal charter conferred on it would 
be all sufficient, and that the benefits 
which were then so apparent would be 
lasting and complete. Mr. Spicer char- 
acterizes this view as erroneous, and 
states that it led to what he terms the 
great initial blunder on the part of 
those who in the early days had in their 
hands the future welfare of the pro- 
fession in England. This blunder, ac- 
cording to Mr. Spicer was that they did 
not take requisite steps to obtain parlia- 
mentary sanction to the closing of the 
profession, and then prevent any person 
who had not obtained the qualification 
of a chartered accountant from prac- 
tising as a professional accountant. 


“This was not done, however’ 
says Mr. Spicer; “and vas a, tesuley the 
Society of Incorporated Accountants 
and Auditors was formed in the year 
1885. He gives the Society a very 
high standing in England, and notes 
that from the start it has demanded a 
very high standard of efficiency from 
its members. He notes further that 
there is nothing to prevent the multi- 
plication of such Hodes of accountants, 
and comments that the standard of 
efhciency demanded of the qualified 


professional accountant varies with © 


the whim of the particular society to 
which he ts attached. This Mr. Spicer 
characterizes as an unsatisfactory state 
of affairs, but he expresses the belief 
that great practical difficulties stand 
in the way of any effort on the part 
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of the stronger societies to close the 
profession. 


Development of Profession 
in Holland 


Mr. Elles is less specific in his brief 
outline of the development of the pro- 
fession in Holland, as to when it made 
its start. He points out that account- 
ants in the early days were nearly all 
in private employment, and that they 
gradually extended the sphere of their 
activities. In the beginning of the 
development of the profession in Hol- 
land the accountant was in the first 
place controller. For several years, 
according to Mr. Elles, he remained a 
controller for the principal part. “‘In 
some cases,’’ says Mr. Elles, ““he was 
besides this also adviser and organizer, 
but the doing of control work was his 
ptincipal business, for which gradually 
he appointed a staff of assistants who 
were in his employ and worked under 
his direction.”’ 

Dr. Madden's brief outline of the 
history of accounting in the United 
States is of exceptional interest. He 
says that the ecarliest.reference in our 
law to the subject of bookkeeping and 
accounting, insofar as the educational 
aspect is concerned, is found in a statute 
enacted by the legislature of Massa- 
chusetts in 1826, which ordained that 
every town of five hundred families 
should provide a master to give instruc- 
tion in several subjects of secondary 
school grade, the first mentioned being 
the history of the United States and 
bookkeeping. ‘‘Thus,’’ says Dr. Mad- 
den,’ at this early date the importance 


PACE ALUMNI ASSOCIATION 


Ji H. TREGOE, executive manager, secretary and treasurer of 
the National Association of Credit Men, will be the principal 
speaker at the next regular monthly meeting of the Association to 
be held at the Machinery Club, 50 Church Street, New York, on 
Saturday, October 16, at. 1:30 P.M. Plenty of music and songs 
Members are urged to make early 
reservations, as a big turnout is expected; send your check to th 
Executive Secretary today ($1.65 per person). 


by Cordes & Marks. 


You may bring one or more guests if you wish. 


F. M. ScHAEBERLE, Executive Secretary 


of instruction in the keeping of accounts 
was recognized.”’ 
Legal Recognition 

Legal recognition of the profession in 
the United States dates from 1896, when 
the legislature of New York enacted 
the first certified public accountant 
law. Dr. Madden tells of the enact- 
ment of similar laws in succeeding 
years in all the other states, and in 
several of the territories. 

From all three papers it is apparent 
that there is a consciousness in the pro- 
fession of the great responsibility borne 
by the public accountant, and of the 
importance to the public of the proper 
functioning of the accountant. That 
was the keynote, and the commenta- 
tors are agreed that the education of 
coming practitioners should be so 
shaped that they will be equipped to 
assume the great responsibility of a 
public accountant. In every paper 
there was the thought that the quali-_ 
fications for practitioners of account- 
ancy should be raised. In every paper, 
too, there appeared the thought that 
accountancy is a young profession, and 
that it is developing rapidly, being 
faced by great opportunities which can- 
not help but inspire the student or 
worker who aspires to become a public 
accountant and play a part in. the 
business life of his country. 


BERNARD H. VOELKER, a graduate 
of Pace Institute, New York, was) 
among the successful candidates who 
sat for the New York State C.P.A. 
examination in May, 1926. . 
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Accountants’ Committee Meeting, 
American Arbitration Society 


Gwe AD 


RDERLY, clean-cut, and far- 
() reaching development of com- 

mercial arbitration in its rela- 
tion to accountancy is forecast for the 
coming year by plans made at the first 
meeting of the season of the Account- 
ant’s Committee of the American Arbi- 
tration Association, at the Up-Town 
Club, New York, on September 16th, 
when a well-defined program of activ- 
ities was adopted. 


Lucius R. Eastman, chairman of the 
American Arbitration Association, has 
just named the new Accountants’ Com- 
mittee of that organization. This 
year’s committee is more hala 
in its membership than those of pre- 
vious years and somewhat larger. In 
its makeup it reflects the growing 
interest on the part of accountants in 
arbitration. 


Goodwin Reelected 


J. Pryse Goodwin, New York, who 
served as chairman of the committee 
last year, was reelected by the commit- 
tee at the luncheon meeting in September 
as chairman for the coming year. He 
presented a proposed program of work 
which was enthusiastically adopted. 
Plans were made for an adjourned meet- 
ing of the committee, to be held at 
Atlantic City September 21st, in con- 
junction with the annual meeting of 
the American Institute of Accountants. 
Further recognition was given to arbit- 
tration by the accountancy profession 
in September by the inclusion in the 
program of the annual meeting of the 
American Society of Certified Public 
Accountants, at Washington, of an 
address by Judge Moses H. Grossman, 
vice-president of the American Arbi- 
‘ration Association. 


J. Pryse Goodwin Reelected Chairman 
2» Plans to Enlarge Scope of Activities 
Educational Programs Advocated 


That accountants of this country, par- 
ticularly those in professional practice, 
ate awake to the possibilities of com- 
mercial arbitration, is indicated by 
these important developments of the 
past month. 


To Educate Business Men 


Efforts of accountants for the fur- 
therance of commercial arbitration will 
be devoted to disseminating infor- 
mation among business men as to what 
commercial arbitration is and how it 
works; to the enactment of new arbitra- 
tion laws in states where there are no 
such statutes, or where they are defect- 
ive; and to establishing courses of study 
in commercial arbitration. 


A call for accountants who are fami- 
liar with commercial arbitration to 
accept speaking engagements, was made 
at the organization meeting of the com- 
mittee. There are scores of organi- 
zations, it was pointed out, which are 
eager to be told something definite 
with respect to this method of settling 
commercial disputes. These organi- 
zations include chambers of commerce, 
civic bodies, trade associations, and 
the like. 


Accountants who are willing to act 
as arbitrators are also asked to com- 
municate with the committee which 
will transmit the information to local 
bodies and arbitration tribunals. 


It is planned to ask every organiza- 
tion of accountants and many local 
organizations of business men to plan 
at least one meeting during the coming 
year for the presentation of facts rela- 
tive to commercial arbitration. This 
is for the purpose of acquainting the 
business public with what is being ac- 
complished through the application of 
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this method of settling business dis- 
putes. 


Legislation affecting commercial ar- 
bitration and making possible its wider 
use in the states of the union will claim 
the attention of accountants in many 
sections. The American Arbitration 
Association has been working for 
months on a model state arbitration 
measure; and with nearly forty state 
Legislatures scheduled to hold sessions 
in the coming year, it is believed that 
at least a half dozen states will be added 
to the present list of four which boast 
modern and comprehensive arbitration 
statutes. 


Officers of the American Arbitration 
Association freely expressed the opinion 
to the Accountants’ Committee at its 
organization meeting that the account- 
ants of the country can be of the great- 
est help in forwarding the campaigns 
in the various states for the enact- 
ment of arbitration laws. Provision 
was made for a sub-committee to have 
charge of this work. Homer S. Pace 
is chairman of this committee. 


Excellent progress has been made in 
the establishment of courses in com- 
mercial arbitration in schools of com- 
merce of large universities and in private 
schools in accounting and commercial 
courses. A number of universities have 
made plans to offer such courses at once, 
Study of the commercial arbitration 
laws of New York and other states has 
long been included in the course of Pace 
Institute. 


Prizes to be Offered 


The compilation of courses in com- 
mercial arbitration, which will in- 
struct arbitrators with respect to the 
correct methods of conducting 
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hearings, what they must do under the 
laws and what they must avoid, if the 
hearings and awards are to be free from 
attack in the courts, will claim the 
attention of a special sub-committee 
Headed by Dean John T. Madden, head 
of the School of Commerce, Accounts 
and Finance of New York University. 
Prizes are to be offered in a number of 
instances for the best solutions of com- 
mercial arbitration problems, and it is 
expected that a number of scholarships 
will be set up. 

There is a singular lack of literature 
on commercial arbitration, it was 
pointed out, and Dean Madden’s com- 
mittee, in compiling courses of study, 
is charged with the duty of stimulating 
the writing of texts on this subject. 

That questions and problems relating 
to commercial arbitration may soon be 
included in accountancy examinations 
is indicated from expressions heard at 
the committee meeting. For the pres- 
ent these questions may be made op- 
tional, but it is believed that after a 
few years they will be included regu- 
larly as a part of accountancy examin- 
ations. A. S. Fedde, chairman of 
the Board of Examiners of the Ameri- 
can Institute of Accountants, was 


All-day Meetings of N.Y. and N.J. Soccetzes 


WO fixtures in the calendar of ac- 

countants in the eastern states are 
at hand, the annual all-day meetings 
of the New York and the New Jersey 
State Societies of Certified Public 
Accountants. These all-day sessions 
rank in importance and interest not 
far behind the annual meetings of 
the national organizations of pro- 
fessional accountants, as these two 
bodies include in their membership 
more than 1,000 of the practising 
public accountants of the country. The 
standard set by previous all-day meet- 
ings is high, and accountants gener- 
ally have come to look on these gath- 
erings as high spots in the fall program 
of activities. 

The New York State Society will 
hold its meeting on Thursday, October 
21st. An interesting and instructive 
program is contemplated and several 
prominent speakers will address the 
Society on accounting matters. 

The all-day meeting of the New Jer- 
sey State Society is announced for Octo- 
ber 1gth, with Governor A. Harry 


named chairman of the sub-committee 
of accountancy examiners, which will 
study the relationship between arbi- 
tration and accountancy, give notice to 
applicants of the inclusion of arbitra- 
tion questions in examinations, interest 
boards of examiners of the various states, 
and furnish questions on arbitrations 
when requested to do so. 


A fourth sub-committee, under the 
chairmanship of 
will devote its efforts to state prob- 
lems, interesting state organizations, 
studying the laws and conditions in the 
various states, and coordinating the 
efforts of accountants to advance the 
cause of commercial arbitration. 

The constructive interest that ac- 
countants have shown in commercial 
arbitration during the past three years 
has served to arouse interest in the 
subject on the part of many trade organ- 
izations. 

“You accountants have caused many 
groups to take a serious interest in 
this subject,’ an officer of the Amer- 
ican Arbitration Association told the 
committee. ‘Your example has been 
very effective in bringing other groups 
to a serious study of the matter. It is 


Gov. A. Harry Moore 


Moore of New Jersey as one of the 
speakers. The program will begin at 
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evident that your professional standing © 
and your action in this respect are of 
far-reaching influence.”’ 

Chairman Goodwin was compli-— 
mented highly by the American Arbi- — 
tration Association and by his commit- 
tee on the conprehensive plan of ac- 
tivity which he presented. 

The newly appointed Accountants’ 
Committee of the American Arbitra- 
tion Association includes: 

Homer A. Dunn, (Ci) Mey Pinney; 
Charles Hecht, S. D. Leidesdorf, John 
B. Niven, Arthur W)> Tecleseio=m 
Camman, James F. Hughes, Homer S. 
Pace, James Frederick White, John T. 
Madden, Robert H. Montgomery, A. 
S. Fedde, and Henry L. Mendes, all of 
New York; Clinton H. Scovell and J. 
Edward Masters, of Boston; Emory B. — 
Johnson, Philadelphia; P. C. Davis, — 
Seattle, Wash.; Richard Fitzgerald, 
Detroit, Mich.; Durand W. Springer, — 
Ann Arbor, Mich.; R. C. Lloyd, New — 
Orleans, La.;S. Earl Shook, Bridgeport, — 
Conn.; Edwin H. Wagner, St. Louis, 
Mo.; Lewis Wintermute, Cleveland, — 
O.;J. Hugh Jackson, Cambridge, Mass.; — 
Herbert F. Seward, New Haven, Conn.; 
James F. Welch, Paterson, N. J.; and 
Edward E. Gore, Chicago, Il. 
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10:30 o'clock in the morning, and will 
include a dinner and several addresses 
in the evening. Dean John T. Madden, — 
of the School of Commerce, Finance 
and Accounts of New York University, 
will open the program, and will be 
followed during the day by Professor 
Michael N. Chanalis of the New Jersey 
Law School, who will speak on “‘Cor- 
poration Law and Its Relation to the 
Practice of Accountancy’’; Harold Dud-- 
ley Greeley, New York, “Trust Estate 
Accounting’’; Melbourne S. Moyer, 
‘Industrial Financing From the Stand- 
point of the Corporation.”’ ) 

Besides Governor Moore, the Society 
will have as its guests and speakers 
during the evening John E. Gill, of 
Rider College, and George O. May, of 
New York. 

Arrangements for the New Jersey 
Society's meeting are in the hands of 
its officers, James F. Hughes, president; 
Maurice E. Peloubet, first vice-presi- 
dent; William C. Heaton, second vice- 
president; Morris J. Hoenig, treasurer; 
Julius E. Flink, secretary. 
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Who Audits the Banks? 


1’ a past issue of The Pace Student there 
appeared an inquiry originating in 
a foreign country with respect to com- 
pulsory auditing of the accounts of 
banking institutions and corporations. 
The specific question with respect to 
the banking institution was: “‘Who does 
the auditing in the banking institu- 
tions?’’ The Editor answered this ques- 
tion as follows: 


‘First, we have two classes of bank- 
ing organizations—those organized un- 
der the laws of the Federal Govern” 
ment, known as National Banks, and 
those organized under the forty-eight 
state governments or under the govern- 
ment of the District of Columbia, 
known generally as State Banks. The 
state organizations include, in addition 
to ordinary banks, trust companies, 
savings banks, and building and loan 
associations. Banks, both Federal and 
State, are required to maintain certain 
reserves in cash, in order to protect 
depositors, and are limited as to the 
character of loans that may be 
made. 


“Compliance with the banking laws, 
both Federal and State, is enforced by 
special officers of the government and 
states, known as bank examiners. The 
federal bank examiners make periodical 
examinations of the federal banks, 
located throughout the entire country; 
and the state bank examiners perform a 
similar service with ‘respect to state 


banks. 


“The official examiner determines 
whether or not full compliance is made 
with the laws. He makes, in effect, an 
audit of assets and liabilities, and tests 
the bank on every point that affects its 
solyency—amount and character of as- 
sets, character of loans, losses from bad 


debts, and the like. 


~““We have few, if any, laws in the 
United States that make it necessary 
for a corporation, whether a banking 
corporation or otherwise, to have its 
accounts audited by public account- 
ants. The Federal Government requires 
national banks to file reports, and the 
various state governments require each 
corporation, whether a banking cor- 
poration or otherwise, to file an annual 
report, which includes a balance sheet. 
There is no provision, however, that 
the accounts must be audited, or that 
the balance sheet thus filed must be 
verified or certified by accountants.”’ 


The following comment by the Presi- 
dent of the Ohio Association of Bank 
Auditors we are sure will be of current 
interest: 


“IT was very much interested in read- 
ing the inquiry originating in a foreign 
country, pertaining to examinations of 
banks and other corporations, and your 
teply which appeared in The Pace 
Student. 


“Your answers are excellent and, I 
believe, cover in a general way nearly 
every feature of the work, except that 
you did not entirely clear up the matter 
of auditing in the banks and examina- 
tions of Federal Reserve banks. 


“Tt 1s very true that the laws of our 
country do not specify that banks shall 
have audit departments, but it is a fact 
that most banks that have sizable 
assets are protected by means of thor- 
ough audits and examinations by an 
audit department of the bank. The fact 
that they do have good audit depart- 
ments, makes the work of the itinerant 
examiner much easier, because those 
banks are very apt to be thoroughly 
systematized, particularly from an ac- 
counting standpoint, and the audit 
department's duty is to see that the 
accounting work is done properly, and 
the assets and liabilities of the banks 
are carried on the books properly and 
balance out at the time of the examina- 
tion of the different departments or 
items as carried on the general ledger.”’ 


“I believe it can be conclusively 
proved that very few failures occur in 
those banks which maintain an audit 
department, whose activities are under 
the personal direction of an auditor 
who reports his conclusions directly 
to the Board of Directors. 

“You ate probably aware that the 
Federal Reserve Act provides that there 
shall be an examining force under the 
direction of the Federal Reserve Board, 
which must make an examination once 
each year of all Federal Reserve banks, 
reporting back to the Federal Reserve 
Board. 

“In justice to a number of good 
auditors who are members of the asso- 
ciation of which I am President, I felt 
it my duty to bring this matter to your 
attention, as I am sure you did not will- 
ingly permit your answers to convey 
the wrong impression in replying to 
several of the questions asked by your 
correspondent.’ 
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Tvegoe to Address 


Alumni Association 


H. TREGOE, executive manager of 

e the National Association of Credit 
Men, has accepted an invitation to 
address members and guests of the Pace 
Alumni Association at the October 
meeting, to be held October 16, at 1:30 
o'clock, at the Machinery Club, 50 
Church Street. 


J. H. TrEGoz 


Mr. Tregoe is the one man to whom a 
great deal of credit, if not the greatest 
part, is given by the business public for 
having conceived and put into execution 
the idea of creating a large defense fund 
for the protection of credit through the 
relentless prosecution of those who 
commit credit frauds. 

On Mr. Tregoe fell the burden of 
organizing the great campaign to create 
the defense fund, and on him fell also 
much of the detail of carrying out that 
campaign. 

How this fund is being administered, 
and the effect the campaign of prosecu- 
tion conducted by the credit men is 
having on the men who formerly took 
millions of dollars yearly from business 
men through fraudulent bankruptcies 
and other credit frauds, will be de- 
scribed by Mr. Tregoe. 

During the past two years relations 
between accountants and credit men 
have been strengthened materially, 
largely through the cooperative spirit 
evidenced by Mr. Tregoe. No doubt 
the opportunity to hear him will be 
welcomed by the members. 
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Thrifty New Yorkers 


iD meap the high costs of living 
and taxes, the American people 
ate putting by a tidy bit as a reserve 
for emergencies. In support of this 
statement, consider for a moment the 
statistics available in the report of the 
Superintendent of Banks relative to 
savings banks and trust companies, 
rendered annually to the State Legisla- 
ture of the State of New York. The 
report. made as at January 1, 1926, 
indicates that the depositors in savings 
banks in New York State alone had 
over thirty-six hundred million dollars 
on deposit at that date—truly a stu- 
pendous sum. 

Furthermore, the report shows that 
during the year ended January 1, 1926, 
there was deposited in savings banks in 
the State of New York over twelve 
hundred million dollars, and over 
eleven hundred million dollars was 
withdrawn. The depositors received 
over one hundred thirty-six million 
dollars as dividends paid and credited 
to them during the year, out of the 
earnings by the banks. This one hun- 
dred thirty-six million dollars is in 
addition to the amounts deposited by 
the depositors themselves. There were 
over a and one-half million open 
accounts as at January 1, 1926—about 
one account to about every three per- 
sons. 


The Pace Student, October, 1926 


The financial facts as to aggregate 
financial condition of all of the banks 
in New York State as at January 1, 
1926, and certain statistics respecting 
transactions with depositors are given 
in table at bottom of page. 


Book Review 


ODERN Retail Methods, Records 

and Accounting—By Lynn M. 
Comstock. Published and distributed 
by United States Corporation Company, 
150 Broadway, New York, N. Y.; 522 
pages; $10.00. 

Aside from its value to the merchant, 
because of a complete and detailed 
exposition of retail stores’ operating 
procedures, this volume, by a man 
whose experience includes twenty years’ 
work with John Wanamaker and with 
Lord and Taylor, will be of especial 
interest to the accountant who seeks 
information in the field of department- 
store and other retail-store books of 
account and records. The book is 
eminently practical, and, in the words 
of the author, aims “‘to present the 
general and departmental routines of a 
retail store in such manner as to enable 
the merchant to install the systems out- 
lined, or any part of them, directly from 
the book.’ 

The four major sections of Mr. Com- 
stock’s work relate to the Merchandise 
Division, the Publicity Division, the 


AGGREGATE FINANCIAL CONDITION OF New York SAvINGS BANK AND TRUST 
COMPANIES AS AT JANUARY I, 1926. 


REsOURCES 


Bonds and mortgapes 40". .vuger ee fee ies« 
Stock and bond investments, estimated market value 
Promissory NOtes wers'ts 1) anette eee 
Bankers’ acceptance and bills of exchange......... 
Banking houses. and-lotsita.¢ came es a een e 
Other real estate . oc N (are meecee sae regen 
Cash on deposit in banks and trust companies..... 
Cash on hand odie. ..i.22 . 3 eaten ee 
Totalsof collectible interest yaa ee ee ee ee 
Other assets:.,..7 204.5. 5. eee eee ee 


Atmount due depositors? nckits «ihe eee ek ee 
Other! liabilities ccs. ee eee Seen ee cea 


Number of open accownts:..02.5 ag. ph een Gia 
Number of accounts opened or reopened during the year......-......0 0 ccc cece eee 
Number of accounts closed during the year........ 


Amount deposited during the year, not including dividends credited................. 
Amount withdrawn during the year.............. 
Amount of dividends paid and credited during the year..........000 000.000 ccc e eens 


$2,339,471,535 
1,455,800,608 
11,129,596 
1,336,687 
41,654,582 
2,776,015 
120,914,852 
16,518,963 
46,058,537 
1,938,450 


*$4,043,599,830 


$3,607,162,722 
3,133,207 
433,303,899 


*$4,043,599,830 


4,541,331 
883,986 


7193749 


$1,238,970,922 
1,165,962,048 
136,810,541 


*The discrepancies in the footings of the Resources and Liabilities sections result from the cents 
amounts not being included in the above statement.—Statement reprinted from Association News Bulletin. 


Store Service Division, and the Finance 


-and Accounting Division of the modern 


department store. Each section is 
divided into chapters covering in very 
great detail the manner in which the 
work of the various departments is 
carried on. In each case in which an 
Operation is explained, the fashion in 
which records are built up is also set 
forth. The whole volume is amply 
illustrated, and many important forms 
and records are shown. 

The section on the Finance and Ac- 
counting Division explains the work- 
ings of the Comptroller’s Office, the 
Auditing Department, the Credit De- 
partment, the Accounts Payable Depart- 
qnent, the Statistical Department, the 
General Bookkeeping Department, and 
the Tabulating Department. A complete 
chart of accounts ie a large department 
store is given, together with forms of 
statements. The whole accounting 
procedure is based upon a system 
assumed as the basis of the procedures 
explained in the book. When variations 
in procedure are found in practice, the 
book is careful to give details of the 
variations also. 

The entire volume is extremely well 
indexed, as to general content, as to 
forms illustrated, and as to individual 
paragraphs. Perhaps the only criticism 
to be offered will apply to the language — 
employed, which occasionally evidences 
lapses from really excellent usage. On 
the whole the presentation is very clear, 
and the volume will serve as a first-rate 
handbook in its field. 


RECKITT, BENINGTON 9& LE-9 
CLEAR, of Chicago, Illinois, announce ~ 
that the co-partnership heretofore ex-_ 
isting between themselves, has been — 
dissolved Mr. Ernest Reckitt retiring — 
from practice as a certified public ac- 
countant in order to devote his time to — 
his personal interests. Mr. Harold Ben- © 
ington and Mr. Walter M. LeClear © 
have entered into a new co-partnership © 
under the title of Reckitt, Benington & © 
LeClear for the purpose of taking over 
the good will and practice of the old 
firm. 


CLIFFORD J. McMILLAN, of thelaw 
faculty of the San Francisco Institute — 
of Accountancy, conducting the Pace 
courses in Accountancy and Business — 
Administration, was recently appointed | 
corporation commissioner for the State — 
of California. Mr. McMillan will con-— 
tinue to lecture on the law of corpo- 

rations in the Institute. 4 
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Knowledge of the Law 


| BRR marshaling and equitable distri- 

~~ bution of assets of bankrupts, and of 
those who find themselves in financial 
difficulties even though bankruptcy 
does not ensue, are placed on a higher 
plane than ever by the amendments to 
the National Bankruptcy Act, which 
became effective August 27th last. Be- 
cause of the hazards of business, it is 
inevitable that many business men will 
find themselves in financial difficulties. 
To the accountant falls, first of all, 
the duty of discovering and giving 
early warning of conditions which 
might lead to bankruptcy. If the ac- 
countant has not been permitted to 
give a warning, or if his warning has 
gone unheeded, the accountant may 
‘succeed in many instances in keeping a 
business alive by applying, even though 
-at a late hour, the remedies which will 
‘retain the confidence of creditors. If 
liquidation becomes necessary, the ac- 
countant finds himself admirably equip- 
\ped to gather all the assets, and to 
‘distribute them in accordance with the 
-amended provisions of the bankruptcy 
‘act. 
_ It was a comparatively few years 
ago that the income tax law was 
enacted. The arbitration law took 
effect at the opening of 1926; the revised 
bankruptcy law has just become effec- 
‘tive. The forward-looking accountant 
will familiarize himself with both of 
‘these recent enactments, and thus place 
himself in a position to render the 


yA ST how much responsibility should 
a public accountant assume in 
undertaking his various forms of en- 
gagements? George O. May, senior 
partner of Price, Waterhouse & Co., 
discusses this question interestingly in 
this issue, and makes the point that 
accountants should not dodge as- 
sumption of greater responsibilities, 
but should not assume them until they 


are prepared to handle them satis- 


factorily. The author makes also 
Some interesting comparisons between 
large and small accounting firms, 
and points to the fact that the in- 
fluence and prestige of the large ac- 
counting firms help materially to 
build up the smaller firms. 


—Tue Epitor. 


service which the public has come to 
expect of him. 


The Helping Hand 


OW and again there is found a man 

in accountancy practice who has 
the bigness of mind and heart to extend 
a helping hand to the young man estab- 
lishing himself in accountancy practice. 
Instances of this kind can be cited in 
which actual engagements have been 
directed to young practitioners, and in 
which unobtrusive but valuable counsel 
has been extended. 

The number of well-established ac- 
countants who do this sort of thing 
might well be increased. In the matter 
of real values, the giver receives more 
than he gives, and a good feeling is 


developed that strengthens the profes- 
sion and increases the happiness of its 
practitioners. 


Personality 


ERSONALITY has much to do with 
"success in the practice of any pro- 
fession, no matter whether it be law, 
medicine, engineering, or accountancy. 
Personality, be it remembered, is 
largely a matter of development—cf 
education and culture, of unselfish in- 
terest in the affairs of others, and of 
care in personal appearance. The ac- 
countancy student, therefore, should 
give thought and care to the de- 
velopment of his personality long 
before he applies for a position as 
a junior, and this development should be 
given further thought and care as he 
progresses toward the goal of senior 
work and independent practice. 


Certzficates 
IN SHENG is progress in account- 


ancy so succinctly and surely re- 
flected as in the wording of accountants’ 
certificates. There are still accountants 
who “‘certify’’ to a state of facts when 
attaching their name to a balance sheet, 
but the majority prefer to express an 
opinion that the balance sheet reflects 
the financial condition of the client. 
In connection with financial state- 
ments particularly, the accountant 
usually has much more to offer in the 
way of an opinion than in the way of 
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a certification of states of facts. The 
rendition of an opinion, reasonably sup- 
ported by verification, provides a much 
safer ground for the accountant to 
occupy than does the giving of a 
certificate as to facts. If an accountant, 
with his special skill and opportunity 
for investigation, is satisfied that a 
statement presents the correct financial 
status of an undertaking, what more 
can the banker or credit man reasonably 
ask than a succinct and unqualified 
opinion of the accountant to that effect? 
A comparison of the accountants’ 
certificates attached to current financial 
statements with certificates prepared 15 
or 20 years ago, furnishes undoubted 
evidence that the accountant is grad- 
ually moving over to the sound basis 
of rendering opinions based upon the 
exercise of professional abilities. 


Absent-Mindedness 


BSENT-MINDEDNESS—the moon- 
ing around with things far-afield 
while neglecting immediate detail under 
consideration—is the bane of many a 
junior accountant. A man may feed a 
machine or perform some other routine 
work without much mental concentra- 
tion, and, aside from the chance of los- 
ing a finger or two, no great harm is 
likely to result. Quite the contrary 
condition exists in the practice of a 
profession. The lawyer must concen- 
trate on every detail of the case en- 
trusted to his care; the physician must 
prescribe, and the surgeon must oper- 
ate, with precision; the engineer must 
avoid errors in calculating stress and 
strain; the accountant at every stage 
must review with conscious thought 
the records of financial transactions. 
Plenty of sleep and a clear mind help 
in the matter of concentration, as does 
the purposeful elimination of idle and 
unrelated talk and of day-dreaming. 
The absent-minded accountant will 
sooner or later lose the confidence of 
employer and client, and will in time 
disappear altogether from the field of 
accountancy practice. There is no abid- 
ing place in this difficult calling for 
the absent-minded. 
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AxrreD F. Upson, LL.B, LL.M. 
Attorney, Member of Pace 
Institute Faculty 


fs was not by accident that Alfred 
F. Upson became a lawyer. Nature 
endowed him with every attribute of 
the barrister—a keen mind, a com- 
pelling presence, forensic ability, a 
good speaking voice, and a winning 
personality. 

Mr. Upson prepared for the law at 
New York Law School, graduating in 
1902. His experience has been wide 
and varied. He continues his law 
practice in conjunction with his 
work on the faculty of Pace Institute, 
with which he has been connected for 
eight years. During much of his 
career before the bar Mr. Upson 
specialized in trial work, in which 
he was very successful. Of late, his 
practice has been largely consulting 
work im corporation matters. 

Specially equipped for public speak 
img, his voice was heard frequently 
during the winter of 1925-26 present- 
ing popular talks on vocational sub- 
jects over the radio during the Pace 
Institute hour. He is now engaged in 
writing a book on ‘The Law of 
Partnership.” 


Mr. Upson is a native New Yorker. 
He is a member of the Knickerbocker 
Field Club of Brooklyn, of the New 
York Law Institute, of the Brooklyn 
Bar Association, and of the Masonic 
Order. Few men enjoy greater popu- 
lavity with present and former students 
of Pace Institute. 


The Wet Blanket 


en now we ate hearing a good deal 

about the gloomy English dean 
(Inge) who vents his spleen about 
things American as relief from the 
doleful picture which he paints of 
things English. To the Dean’s sepul- 
chral company we would fain consign 


the gloomy deans of accountancy—the | 
incomes 


accountants of comfortable 


who delight in throwing cold water 


upon the youngster who seeks a position 
as a junior. 

Time and again a young man who has 
devoted years to acquiting sound 
academic and accounting education, is 
told by a gloomy accountant that he 
is making a great mistake, that he 
should give up all aspirations to enter 
a profession in which the burdens are 


-cruel and the rewards uncertain and 


small. There is no more real basis for 
this attitude in an accountant than 
there is for the chronic grouch of the 
gloomy English dean. 
practice will never be less, and almost 
certainly it will be greater. The ac- 
countancy practitioner and the mem- 


Accountancy — 


bers of his staff have never starved, and 


they never will. 
In comparison with the professions of 


law, medicine, and engineering, the way — 


to success in the practice of accountancy 


is neither difficult nor unremunerative. — 
Advice to the young aspirant for — 
accountancy preferment can be con-— 


servative without being discouraging. 
The accountant should weigh well his 


‘ . 3 
words, and not allow his advice on a_ 


vocational matter involving a life-time 
to be unduly influenced by his transient 
state of mind or by the difficulties of 
immediate practice. The incoming prac- 
titioners will carry accountancy far be- 


yond its present development, and at no : 
previous period have the opportunities 
for the young practitioner been as at- 
tractive as they are at the present time. 


And it is well for the student of ac- 
countancy to remember these things and 


to appraise the financial worth and in- 
come, as well as the words, of the 
successful accountant who paints a 


gloomy picture of accountancy practice. 


| 
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A Proper Courage in the Assumption 
_ of Responsibility by the Accountant 


Address by GEORGE O. May, of Price, Waterhouse 
f, & Co., delivered at the all-day meeting of the 
Soczety of Certified Public Accountants of the State 


of New Jersey 20 oo 


HEN your Committee invited 
W me to speak tonight they sug- 
gested that I should, if possible, 
select a topic which would possess not 
only a professional but a more general 
interest. Since that invitation was 
extended, the article by Professor Ripley 
On corporate publicity, which has re- 
ceived such general notice, has appeared 
in the Atlantic Monthly, and it has seemed 
to me to raise questions of great pro- 
fessional importance which affect also 
the whole financial community. In 
speaking before the American Institute 
of Accountants at Atlantic City re- 
cently, I drew attention to the signifi- 
cance of the movement initiated by Pro- 
fessor Ripley as affecting accountants, 
and with your permission I should like 
to develop more fully some of the 
thoughts then briefly expressed. 


_ It is not perhaps inappropriate to do 
so in the State of New Jersey, as though 
your State is no longer a pennant holder 
in what has become a somewhat un- 
dignified competition for. new incor- 
porations, some of the country’s most 
important industries are still conducted 
4 corporations organized under your 
aws. 


Annual Audits 


At Atlantic City I suggested that an 
2xtension of the practice of having 
accounts audited annually, which has 
1aow become almost universal among 
che important industrial companies, 
might do much, perhaps more than 
supervision by the Federal Trade Com- 
mission, to bring about improved stand- 
itds of corporate publicity. I may say 
that I have since received, with much 
gratification, a very cordial letter from 
rofessor Ripley welcoming the sug- 
gestions I then put forward. 


At that time I expressed the view that 
if the desired end were to be accom- 
plished it would be necessary that the 
responsibilities of auditors should be 
made more real and definite, and that 
as a necessary corollary auditors would 
have to be given fuller and more clearly 
defined authority and be reasonably 
assured of an opportunity to present 
their views to stockholders if they 
should unfortunately come into serious 
disagreement with the directors or 
officers of the corporation under audit. 


Auditor's Status 


The status and responsibilities of an 
auditor who certifies or reports upon 
the annual accounts of a corporation ate 
at present vague and indefinite; some 
accountants, I believe, would be glad 
to have them remain so. Why, they 
would ask, should we add to our re- 
sponsibilities? The answer is, of course, 
simple. We can not expect, for any 
length of time, to get something for 
nothing; and if we wish to see the 
ptestige and authority of the profession, 
or for that matter its financial rewards, 
continue to increase, we must be pre- 
pared to assume correspondingly greater 
responsibilities. We should, neverthe- 
less, be careful what responsibilities we 
assume; a rash assumption of respon- 
sibility in matters beyond our com- 
petence would be as disastrous to the 
profession as unwillingness to assume 
it in matters which are within our 
competence. 


From time to time we see corporations 
which have been audited fail as a result 
of conditions which were either not 
discovered or not brought out by the 
auditors; in connection therewith we 
hear comments on the uselessness of 
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audits. As well might we complain of 
the uselessness of doctors because people 
die of complaints other than old age. 
Sometimes no doubt the auditor is fairly 
subject to criticism—just as doctors 
sometimes are; in other cases no such 
criticism is warranted. 


The position is simply that an audit 
is not a complete safeguard and insur- 
ance against all financial ills any more 
than the doctor’s services are against 
all bodily ills. Quacks there are of 
course in both professions who assert 
extravagant pretensions, and they are a 
menace to both the professions and the 
general public. Few people are so 
foolish as to reject medical advice 
entirely because it sometimes PSs: 
defective; it would be equally foolish 
to deny the value of audits on similar 
grounds. Fortunately this elementary 
fact seems to be generally recognized, 
if we may judge from the rapid and 
widespread growth of the practice of 
having accounts audited. This growth 
is the more remarkable when we recall 
that in the early years little support was 
given to the movement by bankers and 
others who should have been the first to 
recognize the possibilities of the de- 
velopment. 


I believe, however, the time has come 
for a great step forward in the interests 
both of the financial community and of 
the profession. Unless some effective 
steps are taken to meet criticisms such 
as those voiced by Professor Ripley, the 
result will be some sort of bureaucratic 
control, and I am satisfied that through 
proper co-operation methods can be 
devised, without resort to government, 
which will be more effective and at the 
same time less burdensome and yexa- 
tious than control by a governmental 
body is likely to be. 


Corporate Publicity 


It may be said, and we should have to 
admit, that there is not in the profession 
as it now exists a body of men capable 
of dealing adequately with the problem 
of securing full and fair publicity in 
corporation matters, laying down 
proper standards and seeing that they are 
duly observed. It is, however, even 
clearer that there is no such body out- 
side the profession, and the extent to 
which corporations are already audited 
shows that at least we have an ade- 
quate nucleus about which we can 
build. 

As I have already suggested, it seems 
to me that if the profession is to take its 
proper place in this development two 
things are essential: first, that it should 
squarely face its responsibilities; sec- 
ondly, that it should strenuously resist 
any attempt to impose on it respon- 
sibilities beyond its ability to bear. 
I think the profession as a whole will 
gladly assume its proper responsibilities 
if those responsibilities are reasonably 
defined and if commensurate powers are 
given to it. 


Standard Procedure 


When I say the responsibilities of the 
auditor should be defined I do not mean 
that a fixed code of procedure must be 
Jaid down; that is not possible; much 
must always be left to the judgment of 
the individual auditor. Such general 
guides as, for instance, the memoran- 
dum on balance sheet audits which was 
drafted by the American Institute of 
Accountants in the first year of its exist- 
ence, and provisionally adopted and 
circulated by the Federal Reserve Board, 
ate of very great value and much more 
might be done along similar lines. 

Useful work has since been done by 
the Institute’s Committee on Co-opera- 
tion with Bankers and by other com- 
mittees of the Institute or State So- 
cieties, and similar cooperation with 
such bodies as the Listing Committee 
of the New York Stock Exchange 
might lead to the formulation of other 
standards with which it would be the 
duty of every practicing accountant to 
be familiar. 

In any such work we must be prac- 
tical; it is no use laying down counsels 
of perfection or attempting to extend 
the scope of an audit unduly. An audit 
is a safeguard; the maintenance of this 
safeguard entails an expense; and this 
expense can be justified only if the value 
of the safeguard is found to be fully 
commensurate with its cost. The cost 
of an audit so extensive as to be a com- 


pe safeguard would be enormous and 
at beyond any value to be derived from 
it. A superficial audit is dangerous be- 
cause of the sense of false security which 
it creates. Between the two extremes 
there lies a mean, at which the audit 
abundantly justifies its cost. 

The problem is to determine this 
happy mean, to ensure that the auditor 
does not fall short of a reasonable dis- 
charge of his duties, and that the in- 
vestor or lender does not attribute to 
the audit a greater significance than it 
Can as a practical matter possess. And 
it must be recognized that skilled dis- 
honesty, especially collusive dishon- 
esty, may at times and for a time deceive 
even the auditor who conducts what is 
regarded as a reasonable audit, and that 
this should be so is not to be regarded 
as a defect of the system, since as I have 
said audit procedure represents a bal- 
ancing of the consideration of risks on 
the one side and cost on the other. Asa 
matter of fact, investors and lenders 
need protection against deliberate dis- 
honesty less than protection against 
unsound practices and undue optimism. 
In the experience of my firm, and prob- 
ably it is also the experience of other 
firms, cases of deliberate dishonesty are 
trivial in number in comparison with 
cases where misrepresentations have 
been made on the ‘basis of excessive 
hopes or as the result of unwillingness 
to face unpleasant facts or through an 
incorrect treatment of facts which there 
was no attempt to conceal, or which 
the ordinary procedure of an audit 
would readily disclose, 

To illustrate the point I am attempt- 
ing to make, I might refer to the de- 
mand which has sometimes been made, 
as for instance by a banker in an 
address before the New York Society 
of Certified Public Accountants some 
time ago, that auditors should assume 
complete responsibility for the correct- 
ness of inventories. Now, every banker 
no doubt would be glad to have the 
auditor assume such a responsibility if 
he would be willing to do so without 
any increase in his fee, but I do not be- 
lieve one banker in a thousand would 
advocate such an extension of responsi- 
bility at the price of the increase of the 
cost of auditing which would be neces- 
sary if the auditor were to undertake 
the work which would justify accept- 
ance of so great a responsibility. I will 
not undertake to say how many times 
the present cost of auditing would be 
multiplied if this suggestion were uni- 
versally adopted but it would clearly 
be a case of multiplication, not one of 
relatively simple addition. 


The Poe Nadie : 


Large and Small Corporations 


I am whole-heartedly opposed to any 
such proposition. In the first place, I 
do not believe the verification of physi- 
cal inventories is within the com- 
petence of auditors; in the second place, 
1 do not think any case has been made _ 
out for the verification of inventories — 
in the manner suggested either by aud- 
itors or by any other independent 
experts. 

As in most other financial matters, 
the problem presents different phases in 
the case of the large and small cor- 
porations respectively. In the case of 
the large companies the loss to an 
individual grantor of credit in a pat- 
ticular case might be substantial and 
very serious. In such companies, how- 
ever, if a reasonable system of inven- 
tory is in force (and it is a he of the 
ordinary procedure of audit to see 
whether such a method is employed) 
then the collusion necessary to per- 
petrate an inventory fraud on any large 
scale is so extensive that only the most 
desperate of dishonest executives would — 
ever think of resorting thereto. 

In the case of smaller companies, de- 
liberate falsification is no doubt more 
easily effected, but unless and until 
experience shows it to be a common 
occutrence, grantors of credit should 
find their protection in the distribution 
of risks and rely on the law of averages — 
rather than attempt to enforce safe- 
guards involving an expense wholly out — 
of proportion to the demonstrated risks. — 

The conclusions thus reached by rea- 
soning are confirmed by experience. : 


Overstatement of Inventories 


Going back over the experience of my : 
own firm in the last thirty years I find it~ 
difficult to recall more than, at most, aa 
single case in which material over-~ 
statement of inventories occurred that — 
would not have been disclosed by the 
work done in an ordinarily efficient” 
audit, but which independent inventory — 
checkers might reasonably have been ~ 
expected to detect. In the course of this 
period we have by ordinary audit” 
methods in very many cases found that 
inventories were overstated either in 
quantities, as the result of incorrect 
methods of inventory determination, of 
in valuation. ea : 

I think those who advocate a com- 
plete change in the auditor’s work and 
responsibilities in relation to inven- 
tories both overlook the great practical 
value of the work now done by auditors 
in relation. to inventories, and also 
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greatly exaggerate the value and im- 
portance of the further verification 
which they would like auditors to 
undertake. 

Some bankers appear to think that 
auditors at present do practically noth- 
ing to ascertain whether the inventories 
are correctly stated, and are surprised 
when confronted with a statement of 
what the auditor can and should do; 
such, for instance, as is set forth in the 
Federal Reserve Bulletin on the audit of 
credit statements. It is only fair to say 
that others are very appreciative of the 
auditor's work, and such publications 
as the Institute's bulletin in 1921, when 
prices were crumbling and inventories 
and commitments were matters of vital 
importance, have elicited warm expres- 
sions of approval from. well-informed 
bankers. 

If the question be considered, as I 
think it should be, from the standpoint 
of a comparison between the risks in- 
volved and the costs of eliminating, or 
materially reducing, those risks, then I 
am satisfied that the independent veri- 
fication of annual inventories will be 
found not to be a practical suggestion. 

The demand has arisen, I think, as a 
result of a few sporadic cases and I feel 
sure there will always be enough ex- 
perienced men in both the banking and 
the accounting worlds to appreciate the 
unwisdom of adding to the general 
credit system an expensive piece of 
machinery, the need for which seldom 
arises. No doubt, however, special 
inventory verification should and will 
be made where suspicions are aroused 
or unusual conditions seem to make 
them necessary. 


Rights of the Auditor 


Returning to my main subject, I have 
said that if auditors are to assume 
gteater responsibilities they not only 
should be given adequate powers but 
should also be put in a stronger position 
in the event i thieie findittg themselves 
in serious disagreement with the di- 
‘fectors or officers of a company which 
they audit. At the present time audi- 
tors hold office usually at the pleasure 
of the officers of the company. We have 
all known cases in which the auditor, 
possibly towards the end of his audit, 
finds himself unable to approve of the 
accounts which the ofhcials of the 
company have prepared, and on inform- 
ing them of his position is told, politely 
or otherwise, to discontinue his work, 
and later finds a statement issued by the 

‘company signed by more subservient 
auditors. To meet this situation it 


seems to me that the auditor should be 
assured of a right to report to the stock- 
holders the results of an audit once he 
has been commissioned to make it. 


I think also that.he should not be 
liable to be superseded without having 
an Opportunity to state his case to the 
stockholders. I have, therefore, sug- 
gested that auditors should be elected 
by, and should report to, stockholders, 
and that no auditors. other than the 
retiring auditors should be eligible for 
appointment unless due notice should 
have been given to the stockholders and 
the retiring auditors of the intention to 
nominate such new auditors. This, as 
you know, is the rule under the English 
law. 


I have heard some objection to this 
suggestion on the ground that it would 
Operate to the advantage of large firms 
of accountants but I do not believe that 
it would operate in any such way. I 
believe that where auditors are changed 
the change is more frequently from a 
small firm to a large firm than the re- 
verse, and the suggestion that I have 
made seems, therefore, to be calculated 
to protect the smaller firms in the re- 
tention of the business which they have 
or may secure. Certainly nothing 
would be farther from my wish than 
that the provision should operate to 
deprive small firms of business. 


Large and Small Firms 


Since the question has been raised J 


should like, by way of conclusion, to 


Say just a few words on the relationship 
between the large and small firms. I 
believe the large firm with numerous 
offices is a natural result of the form our 
industrial and financial development 
has taken, but I think there is room and 
need for both types of organizations and 
that they should be able to practice side 
by side in amity and with mutual re- 
spect. Many of our ablest practitioners 
are connected with relatively small 
organizations. I recognize that the 
large firms must attract some business 
from smaller ones, but I feel very 
strongly that the larger firms should do 
nothing to encourage such transfers, and 
personally try to discourage them when 
I have the opportunity. My firm is 
altogether unwilling to build up its 
ptactice at the expense of other firms of 
good standing, large or small. 


I believe that the existence of the 
large firms has created a greatly in- 
creased demand for accounting services, 
and I suggest that the smaller firms 
should regard the indirect benefits re- 
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sulting to them from this source as an 
offset to the direct losses to which I 
have referred, and which are naturally 
galling to them. The large firms also 
provide a training school for young 
accountants and in other ways by mere 
size they are able to do for the profes- 
sion things which smaller organizations 
could scarcely undertake to do. 


Improving Defects in Practice 


I think, however, that the larger 
firms have a further duty as a result of 
their position in the profession. That 
duty is to take the lead in correcting 
defects in practice, and to take a strong 
stand with their clients where necessary 
in order to maintain sound principles. 
They can do so more easily and at the 
risk of relatively less important sac- 
rifices than smaller organizations, and 
the precedents they establish have more 
far-reaching effects. The large firms 
Owe it to themselves and to the pro- 
fession at large that the precedents they 
set should always tend to advance the 
standing of the profession, should make 
the work of the large body of thor- 
oughly conscientious, though less con- 
spicuous, members constantly easier, 
and, above all, should never by laxity or 
want of courage create embarrassment 
for others. 


We are sometimes told that some 
firms can afford to adopt such policies— 
the implication being that others less 
fortunate can not. But I believe every- 
one can afford to do so because, apart 
from every other argument in favor of 
such policies, experience shows that 
they pay; not only in our own, but in 
other fields we constantly see that 
fairness, courage and honesty do really 
pay. It is not necessary to attribute to 
the business world of today a higher 
natural morality than past generations 
possessed. The undoubted improve- 
ment in methods can be quite adequate- 
ly explained by a constantly increasing 
recognition of this heartening fact. 


SAMUEL GINSBERG, a former student 
of Washington Pace Institute, has re- 
cently accepted employment as account- 
ant with Klein & Jackson, real estate 
dealers of New York City. 


SAUL S. BLOOM, C.P.A., a former 
student at Pace Institute, New York, is 
now located at 80 Maiden Lane for the 
public practice of accountancy. 


Daniel C. Roper—War-Time Commis- 
sioner of Internal Revenue 
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ing ever known was carried out in 
' this country during the great war, 
when six billion dollars was raised by 
taxation in a single year, in order to 
finance not only our own great wat 
activities, but also, in large measure, 
the expenditures of other great powers. 
The responsibility for making this stu- 
pendous tax levy of six billion dollars, 
as well as for the verification of the 
multitudinous returns and accounting 
documents upon which it was based, 
tested squarely upon the shoulders of 
one man—those of the war-time com- 
missioner of internal revenue, Daniel 


C. Roper. 


r YHE greatest financial undertak- 


Character and Self-Sacrifice 


Of the work of this man, of his 
accomplishments for his country, and, 
incidentally, for the profession of ac- 
countancy, few of the citizens of this 
or of other countries have any concep- 
tion. The self-sacrifice and devotion 
that made for the success of Commis- 
sioner Roper’s efforts can not adequately 
be set forth; but in the perspective of the 
work now afforded, it may be possible 
to acquire a better understanding of 
what was accomplished by Commis- 


sioner Roper during that trying period. 


Those whose good fortune it was to 
meet this dignified and affable South 
Carolinian during the stress of the 
gteat war, either in his official capacity 
or socially, found no outward evidences 
of the character or immensity of the 
burdens imposed upon him. His callers 
always had a sympathetic and personal 
hearing of their own little troubles, 
whatever they might have been, and 
sometimes they were amused and in- 
structed by an apt story—probably one 
with a homely and appealing southern 
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Brief bzographical sketch of the war-teme 
commissioner of Internal Revenue 2» Chosen 
to collect world’s greatest tax—$6,000,000,000 


background. All day long in his con- 
ferences with his chiefs in the income 
tax unit, the narcotic division, stamp 
taxes, and all the rest of the depart- 
ments under his direction, Mr. Roper 
displayed the same kindly interest in 
the problems of others, and he had the 
same droll and friendly and effective 
way of ironing out the difficulties and 
of setting people about their tasks in 
good heart and with clarified vision. 
Political matters cropped up to some 
extent even during war time, and these 
were given the same adroit handling, in 
the interests of efficiency and of good 
government. 

This competency, this confidence- 
inspiring efficiency, was constantly in 
evidence as the war dragged on from 
day to day and the government made 
heavier and heavier levies upon the 
resources of its people. Never were 


grievous burdens made more acceptable, , 


and never was the proverbial dislike for 
the tax gatherer turned into affection 
and respect to the same extent as was 
witnessed in the collection of this 
monumental tax. 

Under the Commissioner’s dignified 
and affable exterior and his capacity for 
a droll story and for friendly counsel, 
were hidden clear-cut and sound ideas 
with respect to the technical problems 
involved. Very early in the perform- 
ance of his duties Commissioner Roper 
appealed to the patriotic accountants 
of the country to organize and to direct 
the machinery of the income tax unit 
on a technical accounting basis. The 


accountants responded in a manner that - 


left nothing to be desired. 


The Accountant's Part 


It was the accountants who, in a 
majority of the cases involving millions 


upon millions of dollars in taxes, made — 
the decisions on technical questions — 
involving interpretations of the law and ~ 
regulations; an accountant reorganized © 
and directed the income tax unit; and 
all through the thousands of men and 
women employed in Washington and — 
throughout the field service were ac- © 
countants who had responded to the : 
call of the government. 


Commissioner Roper’s unswerving — 
allegiance to the trained accountant in © 
matters of income and excess profits © 
taxes probably did more for the ad- — 
vancement and development of ac- — 
countancy practice than the acts of any — 
other single individual either within — 
or without the profession of account- 
ancy. Few accountants specializing in ~ 
tax practice since the war realize that — 
the early establishment of accountancy ~ 
in this field was due largely to the posi- © 
tion taken by Commissioner Roper dur- — 
ing the war, not only with government. 
officials, but also with the great tax-— 
paying public. Some time, in some ~ 
way, the profession of accountancy 
should specifically and fully recognize 
this great service. 


It is not possible to do justice in this 
brief article to the career of the war- 
time commissioner of internal revenue, 
of whom an excellent likeness appears: 
on the cover page of this magazine. 


Pes 


~ Political Career 


Mr. Roper is an attorney, and a pub- 
licist. Winning his bachelor of arts 
degree upon graduation from Duke 
University in 1888, he entered public life 
almost immediately, and was elected to 
the South Carolina House of Represen- 
tatives for the terms from 1892 to 1894. 


(Continued on page 23) 


A Practical Method of Apportioning 
Income on Residuary Trusts 


ANY years ago, according to 
Mi Greek legend, a peasant named 
Gordius was elevated to the 
throne and in gratitude to the gods, he 


consecrated his chariot to the chief god, 
Zeus. He tied the pole to the chariot 


with so ingenious a knot that it 


aroused the interest of the gods and 
through an oracle they promised do- 
minion of the world to anyone who 
could untie it. Then along came Alex- 
ander the Great, and he looked at the 
knot, and he drew his sword and cut it 
clean through. 


The Gordian Knot 


Today in the law we have many 
Gordian knots, tied with the highest 
grade legalistic reasoning into theories 
so ingenious that dominion of the world 
of law might well be promised to any- 
one who could untie them. But re- 
cently we have witnessed the cutting 
through of these knots with the sword 
of legislation—a two-edged sword which 
sometimes Cuts not wisely but too well. 


For instance, courts were struggling 
constantly with the disposition, as 
between principal and income, of stock 
dividends received on stock held by a 
trustee. 
when the profits which were distributed 
had been earned, whether the distri- 
bution impaired the principal as it 
existed at the beginning of the trust, 
and even to determine what was the 
date of the trust’s beginning, whether 
it was the date of testator’s death or the 
date when the principal fund was 


_actually received by the trustee. Then 


along came the New York legislature 
and, with Personal Property Law, sec- 
tion 17-a, it cut the finely spun knot by 
declaring ex cathedra that stock divi- 
dends shall be principal unless other- 
wise specified. This, you will note, 
does not provide for the unusual case 
of an extraordinary dividend payable 


They struggled to ascertain - 
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in any medium other than the corpora- 
tion's capital stock. 

Then, too, courts have been tre- 
mendously worried over the distribu- 
tion or devolution of property among 
telatives of unequal degree of relation- 
ship, when the testator’s will was 
ambiguous or contained inconsistent 
provisions. When a will provided that 
property was to go to testator’s “‘issue”’ 
and he died leaving two sons and two 
grandsons, children of a_ previously 
deceased third son, should each take 
one-quarter, per capita, or should each 
son take one-third and each grandson 
one-sixth, per stirpes? What did the 
testator mean when he said ‘“‘issue’’? 
Then along came the New York legis- 
lature and with Decedent Estate Law, 
section 47-a, it cut the worrisome knot 
by declaring, again ex cathedra, that 
issue of unequal degree shall take per 
stirpes ‘unless a contrary intent is 
expressed in the will.”’ 

But lawyers need not fear for their 
livelihood because many knots are still 
uncut, and it is one of those we are going 
to discuss this morning. 


Whose Income 2? 


To take a definite example, assume 
that a decedent’s estate contain® assets 
worth $100,000, owes debts of $20,000, 
and requires a year to be administered 
at a total expense of $5,000. Assume, 
further, that the will provided gifts or 
legacies of $40,000 and left the residue 
in trust, with income to L for life and 
upon L’s death with remainder to R. 
Assume, finally, that during the year of 
administration, the assets of $100,000 
produced a net income of $5,000 after 
deduction of all expenses applicable to 
income. Who gets the $5,000? 

Since general legacies do not bear 
interest during the first year after death, 
because they are not payable until the 
end of that year, the general legatees do 


not get the $5,000, but it goes to the 
trustee. The question then remains, for 
whom does the trustee hold it, L or R? 

If the assets had earned no income, 
the residue would have been $3 5 ,000; 
what was left of $100,000 after paying 
debts of $20,000 and expenses of $5,000 
and distributing the $40,000 which the 
will gave to the general legatees. It 
was this residue which was to form the 
Principal of the trust fund and to be 
retained intact by the trustee for trans- 
fer to R upon the death of L. The latter, 
during his life, was to receive all the 
income which this residue produced 
from the date of testator’s death, but 
L was not entitled to income produced 
by any funds other than those which 
formed the residue. 


Determining Reszdue 


The difficulty in the situation arises 
from the fact that the amount of the 
residue cannot be determined at the 
date of death, and yet it is from that 
date that the income on it belongs to L. 
The residue cannot be determined until 
administration of the estate has been 
completed because the residue is merely 
what remains of the assets of the estate 
after all claims for debts, expenses, and 
legacies have been met. , In the mean- 
time, assets which will be required for 
the payment of these claims are earning 
interest, and yet interest on them cannot 
be said to be income earned on the 
residue because those assets will never 
form part of the residue. 

In the case under discussion, the gross 
assets of $100,000 earned $5,000 during 
the year of administration. If this 
$5,000 is given to L, and the trust fund 
is fixed as $35,000, L would receive 
income earned by $65,000, which never 
formed any part of the residue because 
it was money required for the payment 
of claims which must be met before the 
amount of the residue can be ascer- 
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tained. This would be contrary to the 
will which gave to L only the income 
earned by the residue itself. Thus it 
seems wrong to give the $5,000 wholly 


ton 


On the other hand, if the $5,000 is 
added to the residue, making it $40,000 
instead of $35,000, this would have the 
effect of making L’s income begin one 
year after death instead of at the date 
of death. This would deprive L of the 
income on $35,000 during the year of 
administration, and similarly would be 
contrary to the will and not in accord- 
ance with the pretty well settled law 
that a life tenant’s income begins to 
accrue as of the date of death. 


It seems, therefore, that this $5,000 
must in some way be apportioned be- 
tween R and L. As a practical matter 
we must remember that, while most of 
the debts, expenses, and legacies are 
paid usually at the end of the adminis- 
tration and that the average adminis- 
tration can be completed in one year, 
it is common to find substantial pay- 
ments of these claims made within the 
first year, and it is common to find 
administrations extending beyond one 
year. Any rule of apportionment which 
is to be applied as a standard rule-of- 
thumb must be fairly applicable to the 
average estate and it should not be too 
complex. In Edwards v. Slocum, 287 
Fed. 651, the court said of a highly 
complex formula for a tax situation 
which “‘baffles arithmetic,”’ “‘the pre- 
sumption is that Congress intended a 
simpler method—one that a plain man 
could understand. Algebraic formulae 
are not lightly to be imputed to legis- 
lators.’’ Likewise, algebraic formulae 
should not lightly be imputed to courts, 
nor to trustees, attorneys, and account- 
ants. 


Important decisions on this question 
of apportionment have been rendered 
in England, Massachusetts, and New 
York. The rules of these three juris- 
dictions differ, the decisions in each 
jurisdiction differ among themselves, 
and in New York, at least, the common 
practice usually differs from the rule 
seemingly laid down by the courts of 
that state. Thus we may balance and 
offset the authorities and approach the 
question almost de novo. 


English Precedent 


In England the leading case is All- 
husen v2 Whittell) ) EAR Sega mast 
decided in 1867. Applying the rule of 
that decision to the case we are dis- 
cussing, the entire $65,000 used in the 


pavment of debts, expenses, and leg- 
acies would not be charged to the prin- 
cipal of the estate and thus reduce the 
amount of the residue which will form 
the principal of the trust. Only the 
present worth of that amount, as of the 
date of death, is to be charged to prin- 
cipal and the remainder is to be charged 
to income. Taking 5% as the rate of 
income, the present worth of $65,000, 
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determined by dividing that amount 
by 1.05, would be $61,904.76 and the 
remainder of the $65,000 would be 
$3,095.24. The latter amount is ap- 
plied against tke income of $5,000, 
reducing it to $1,904.76, which would 
be the income to which L 1s entitled. 


This seems to be the most logical 
solution, although the details of it can 
scarcely be said to be what the testator 
intended when he drew his will. The 
chance that these complexities ever 
entered#his mind is exceedingly remote, 
but after all they are merely the neces- 
sary steps in carrying out his expressed 
intention that L should receive only the 
income on the residue. As the court 
said in Allhusen v. Whittell, “It is 
clear that the tenant for life ought not 
to have the income arising from what is 
wanted for the payment of debts be- 
cause that never becomes residue in any 
way whatever.” 


The fairness of this method becomes 
apparent upon analysis. One year’s 
income at 5% on $35,000 would be 
$1,750 but L is entitled to more than 
this because the gross estate, and there- 
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fore the residue, has been increased 
during the year of administration by 
income earned on the $65,000 which 
was held until the end of that year and 
then used to pay debts, expenses, and 
legacies. One year’s income at 5% on 
$65,000 is $3,250, and the residue has 
been increased by this amount. Since 
L is entitled to the income earned by 
the residue, he is entitled to the inceme 
earned by this $3,250, but the only way 
in which that income can be ascer- 
tained is by the present worth method 
of determining what sum as of the date 
of death would amount to $3,250 at the 
end of the first year. Dividing $3,250 


by 1.05 gives $3,095.24 as the required 


sum, which leaves $154.76 as the in- 
terest earned on it. Giving L $154.76 
plus the $1,750, allows him a total 
income of $1,904.76, in exact agreement 
with the amount of his income as com- 
puted by the method ordered in All- 
husen v. Whittell. This same result is 
secured by one of the large New York 
trust companies through the use of a 
formula. 


Time of Payment 


It is obvious that this rule can fairly 
be applied only when substantially all 
of the payments are made at one time. 
If the time of payment be deferred be- 
yond one year after death, interest paid 
to legatees and creditors would be taken 
into account as direct charges against 


income. If payments were made before. 


the end of the year, interest to the end 
of the year should be deducted and 
credited to income. Assume, for argu- 
ment, a situation which would be im- 
possible in practice; assume that the 
$65,000 charges were paid one day after 
death. In that event, the residue of 
$35,000 would immediately be deter- 
mined and L would be entitled to the 
$1,750 which it earned during the first 
year. To apply the rule of Allhusen y. 


-Whittell would be absurd. It would be ~ 
an attempt to charge L with $13345.24.~ 


more than the total income earned dur- 
ing the year. 


In 1913 the English court Gn In tre q 


McEuen, (1913,) 2 Ch. 704) recognized 
the practical limitation of the rule and 
said that it was not to be applied when 
large payments were made “‘at periods 
substantially anterior to the close of the 
first year.’’ With respect to such pay- 
ments, “the amount which will be 
chargeable against the tenants for life 


during the first year will be interest at © 
4% until the respective dates of pay- | 


ment on the various sums of capital 
which will, together with such interest, 
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make up the various sums paid.’’ As- 
suming in the example under discussion 
that the $65,000 was paid six months 
after death, and using 5% as an average 
American rate, the apportionment can 
be made by dividing $65,000 by T.025. 
This gives $63,414.63 chargeable to R 
and $1,585.37 chargeable to L. 

In this example, the total. income 
would be $3,375, consisting of interest 
on $100,000 for 6’ months ($2,500) plus 
interest on $35,000 for 6 months ($875). 
$3,375 has actually been received; the 
only matter requiring consideration is 
how much of the $3,375 should be given 
to L? We have just determined that 
$1,585.37 of it should be charged to L: 
this has the effect of retaining it in the 
residue, of capitalizing it. $1,585.37 
Eee the income on the amount 
of money, as of the date of death, which 
would be required to meet the various 
claims of $65,000 when they became due 


‘and L is not entitled to this income of 


$1,585.37 because it was not income on 
the residue. It was income on money 
that never went into the residue. 

If this adjustment had been made at 
the end of the year, no further adjust- 
ment would be required; but it was 
made at the end of the first six months 
and thus six months more remained be- 
fore the close of the first year. During 
the latter six months, L would be en- 
titled to interest on the increase in 
residue which resulted from the reten- 
tion of the $65,000 during the first six 
months. The residue had been increased 
by $1,625, which was the interest at 5% 
for six months on $65,000, and this 


Total Income Received: 
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70,000 ** 


Apportionment of Payments 


$1,625 was itself drawing interest dur- 
ing the second period of six months. 
Interest on $1,625 at 5% for six months 
would be $40.63 and L is entitled to this 
interest. Therefore the charge against 
L for $1,585.37, for interest during the 
first six months which did not belong 
to him, must be offset by a credit to L 
for $40.63, for interest during the last 
six months which did belong to him. 
The net result is that out of the total 
income of $3,375 L is entitled to $1,- 
830.26. - 

The reasonableness of this result can 
be checked by the following compila- 
tion of the items to which L is entitled: 
pce a ES” JT ae 


5% interest for 1 year on $35,000, the 
minimum amount of theresidue...... $1,750.00 

Excess of $1,625 earned during the rst 6 

months on $65,000 over $1,585.37 used 

to increase the residue ($1,585.37 being 

determinable also by dividing $1,625 


By ROLE « .\, . RMN leery) con nea 39.63 
5 % interest for 6 months on $1,625...... 40.63 
OtAl ........ <oeels oeett eeee $1,830.26 


Under these facts, the trust company’s 
formula is merely approximate but it 
gives $1,827.38 to L. 

For a final example, consider a case 
which is more like those arising in 
ptactice. Assume that $30,000 was 
paid six months after death and $3 5,000 
one year after death. Applying the 
reasoning of the McEuen case, the 
income to be credited to L can be com- 
puted as shown in Form 1. 

In the McEuen case the court calls all 
this sort of computation ‘‘equitable 
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1,750.09 
eee A'S 0:00 
2,398.38 


$1,851.62 


Total Time After Death Divisor Charged to R- Charged to L 
$30,000 6 mos. 1.025 $29,268.29 $731.71 
35,000 I year 1.05 335333-33 1,666.67 
USGL ee Pt AEN ee eR oe ee re... i ee $2,398.38 
Statement of Income to which L is Entitled 

AP eee ee os sae cps swictd a vi bu vel nod Moth sun Sioa os $1,750.00 

($65,000 for 6 mos. @ 5 % produces $1,625) 
ieee are? 5 00,585.37, Which pives income Of......... 00-2. -2ss0.s eos ceases cevercii css. 39.63 
So tor 6 tos. on $1,625: .. 0.622... PROBES Se a5. Suey tek ates CARRE Cree che 40.63 

($35,000 for 6 mos. @ 5% produces $875) 

Bist tors mn 53.06, WhICh pives income Of... s,s... 2. . ss dev tees; edesspscccaeeccess. 21.34 
eer meCCOnie icine mame se dee cs TE. cae a ee $1,851.60 


Form 1 : 
Norte: If all computations were carried to 4 decimal places, the difference of 2 cents would not occur. The 


in agreement. 


_ computation of L's share of income by the use of the trust company's formula gives $1,869. 05,which ts approximately 
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bookkeeping’’ and says, ‘‘The method 
of adjustment adopted in this par- 
ticular case was not the only method 
available and that extremely elaborate 
and minute calculations néed not be 
gone through in every case.’’ Never- 
theless, it seems that this process must 
be employed if the estate is large enough 
to produce income of $1,000, or more, 
during administration. Otherwise, in 
the absence of a compromise settlement, 
either L or R will incur a substantial 
loss. 

In commenting on the English rule, 
Richard W. Hale in 1903 noted in “Ap- 
portionment of Income,’ 16 Harvard 
Law Review 404, that this problem is 
not “‘what is income’’ but “‘whose in- 
come is this’’? Referring to Lambert vy. 
Lambert, L.R. 16 Eq. 320 (1873), he 
wrote, ‘The rule was applied to a case 
where the residue produced 15% income 
and where, therefore, the life tenant 
would have preferred to be charged with 
the debts as of the day of death and to 
get the margin of 9% or more over the 
statutory rate of interest. Generally, 
of course, the statutory rate is greater 
than the trust rate and the life tenant 
gains slightly."” Although Mr. Hale 
said, “In a large and involved estate it 
would seem to be necessary and just 
that the life tenant should bear in some 
form the interest on the debts which 
balance, and have probably enabled the 
purchase of, the investments,’’ he con- 
tinues with, “The question should al- 
ways be approached from a reasonable 
point of view. Accountants will fre- 
quently urge one to refine upon it and 
reduce it to a mathematical question. 
Over-conservative trustees will con- 
stantly be inclined to apply an unintelli- 
gent rule-of-thumb for their own con- 
venience. Between these two extremes 
it would seem that the rule of law 
should be based upon the kind of 
accounting which a prudent business 
man, thoroughly up-to-date in methods 
of audit and account, would employ as 
to his own investments.”’ 


With the rough and ready method of 
solution seemingly suggested by Mr, 
Hale, I cannot bring myself to agree. 
Of course, Ihave seen many rough and 
ready settlements, but invariably this 
method has been proposed by the party 
to the controversy who would benefit 
from it. I have yet to see such a pro- 
posal from a party when his opponent 
could profit by it. Under those cir- 
cumstances only a solution as’ scientifi- 
cally exact as possible will satisfy the 
man who otherwise would scorn such a 


solution. 
(Continued on page 24) 


Development of American Banking 
in Foreign Countries 


ROGRESS .uade by Atericau 
Pp bankers in their invasion of foreign 

fields was described by Wilbert 
Ward, vice-president of the National 
City Bank of New York, in a recent 
address before the New York Rotary 
Club. He portrayed the comparatively 
recent origin of foreign banking through 
branches of American banks, and the 
shifting of a major portion of the burden 
of world trade financing from the 
shoulders of British and continental 
bankers to Americans. 

Some foreign countries are closed to 
American branch banks, Mr. Ward 
brought out, but the same conditions 
prevail in this country. The State of 
New York, for instance, imposes un- 
reasonably harsh restrictions on foreign 
banks which establish agencies here. 

Mr. Ward said, in part: 


Changes 


‘The last few. years have witnessed a 
great change in the banker’s conception 
of the scope of his calling. And no 
small part of that enlargement of his 
vision has resulted from the entry into 
foreign banking. 

“One need not have been a pioneer 
to be able to recall the time when our 
American merchants were wholly de- 
pendent upon foreign private banking 
houses and agencies of foreign colonial 
kanks for banking services in their 
foreign trade ventures. The New York 
agencies of several Canadian banks, for 
example, had been established here 
twenty years when, in 1893, the Bank of 
New York, following the decease of the 
local agent for some British banking 
institution, took over the representation 
of those banks and thus became the first 
American bank to offer its customers a 


IO 


foicayn banking service. Of course, such 
financing as it did was arranged through 
the medium of drafts drawn in foreign 
currencies on foreign banking institu- 
tions. 


Early Branches 


“It may interest you to hear a brief 
summary in chronological order of the 
entry of American banks into the 
foreign field. The London office of the 
Equitable Trust Company was opened 
in 1895. The foreign department of the 
National City Bank was established in 
1897 by a staff imported for the purpose 
from the Deutsche Bank, and the charter 
of the International Banking Corpora- 
tion, which has since come under the 
ownership of the National City Bank, 
was granted in 1901 by the state of 
Connecticut. In 1897 the Guaranty 
Trust Company opened a foreign de- 
partment and contemporaneously estab- 
lished a London office. The Bankers 
Trust Company entered the field in 
1903, the Chase National Bank in 1905, 
and the Irving National Bank in 1913. 
It was not until that year that any 
Boston bank had a foreign department 
worthy of the name. 

The passage in 1913 of the Federal 
Reserve Act, by bestowing on our 
national banks the privilege of accept- 
ing time drafts, and of opening foreign 
branches, made it possible for the first 
time to abandon the practice of resort- 
ing to credits raised in London to 
finance our trade. Yet there was no 
one at that time who was prepared to 
predict that any great use would be 
made of these new privileges. On the 
contrary, one of the national banks 
which has since taken a leading part 
in our transition from a provincial to an 


Banking facilities in relation to foreign trade 
: 27 = LNuminating talk by WILBERT W arb, Vice- 
Prestdent National City Bank of New York — 2 


international banking viewpoint, said, 
in a pamphlet published at that time, 
that there was little chance that this 
country would ever come into com- 
petition with the established inter- 
national bankers of London, Paris and 
Berlin. 

‘How inaccurate that prophecy was 
can be judged by the fact that the total 
of bankers’ and foreign trade bills in 
the open market during the past year 
was approximately $650,000,000,000. 

“It was the lack of a discount market 
like that of London, Paris or Berlin, 
which more than anything else made, 
in 1913, the acceptance of a New York 


bank useless as an instrument of finance. © 


This lack was in turn attributable in 
large measure to the fact that the 
promissory note, instead of the trade 
and bank acceptance, was the prevailing 
type of American commercial paper. 
This commercial paper was distributed 
to the bankers by commercial paper 
brokers; and once in the banks re- 
mained there until maturity, even under 
pressure of such a demand for money as 
would result in the calling of stock 
exchange loans, with a consequent de- 
pression of the securities market. 


Shift of Trade Financing 


“To assist in building up a discount 
market the American Acceptance Coun- 
cil was organized, mainly under the 
patronage of our banks, to carry on a 
nation-wide educational campaign’ de- 
signed to inform the business people 
and bankers of the merits of iad 


of their use in foreign and domestic 
merchandizing. The Discount Corpora- 
tion of New York was formed by ten 
of our leading bankers, to furntsh a 


e and | 
bankers’ acceptances, and of the method 
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marketing organization for bankers’ 
acceptances, and the National City 
Company, the First National Corpora- 
tion, Salomon Brothers & Hutzler, and 
other investment bankers included bank 
acceptances in their daily offerings. The 
result has been that during 1926 the 
estimated total sales of dollar bank 
acceptances in the New York market 
will run from one and one-half to one 
and three-quarter billion dollars. 
“This shifting of such a major por- 
tion of the burden of world trade 


‘financing from the shoulders of British 


and continental bankers to our own has 
saved us millions of tribute paid an- 
ually in the past to foreign bankers in 
interest and commission—but that is, 
after all, the minor part of the accom- 
plishment. Much more important is 
the fact that it has opened the door of 
world markets to our manufacturing 
industries, and given these the margin 
of extra production in a broader field 
which produces profits and equalizes 
conditions during periods of domestic 
slackness. 


General Tendencies 


“I have mentioned the fact that 
among the privileges given for the first 
time to our national banks by the 
passage of the Federal Reserve Act, 
was that of maintaining foreign 
branches. It looked for a time as 
though that privilege would be gen- 
erally availed of, but recently there 
have been more withdrawals than 
establishments of foreign branches of 
American banks. I venture to suggest 
that these withdrawals of American 
banks from the foreign field have been 
unfortunate for our foreign trade. I 
must confess, while I am sure that there 
are twoopinionson the subject, and some 
of our American banks have made a 
virtue of the fact that they work 
through foreign correspondents, claim- 
ing that they thereby obtain more 
intimate contact with foreign markets— 
that, connected as I am with a bank 
which has established or brought under 
its direct ownership in the past decade 
over seventy foreign branches, I am 
prejudiced in their favor. To cite but 
one instance—just a few weeks ago a 
representative of the American manu- 
facturer who makes the car you ulti- 
mately want to own, came to my desk 
at the completion of a circuit of the 
Central and South American territory, 
to tell me how much more quickly and 
more satisfactorily he had been able to 
work out his plans with dealers in the 
cities in which he could work through 
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the medium of the branch of an Ameri- 
can bank, than in those places in which 
he had to work with local banking 
institutions, 

“Your merchants are entitled to ex- 
pect that, as rapidly as organizations 
can be developed, branches of American 
banks will be established, wherever 
possible, in the foreign markets where 
American trade exists in sufficient 
volume to permit profitable operation. 
I say wherever possible, because there 
are foreign markets which are closed 
to American bank branches. This pro- 
hibition may arise, as in Spain, from 
excessive taxation; or, as in Northern 
Europe, by the threat of a complete 
boycott by local banks of any foreign 
bank and its customers; or, as in Africa, 
by the absolute domination of the field 
by British banks. 

“At this moment, while your sensi- 
bilities are outraged at this denial of 
foreign fields to our banks, I want you 
to realize that no great financial center 
in the world is so delinquent in this 
respect as is New York. We do permit 
foreign banks to establish agencies, it 
is true, but we impose upon them un- 
reasonably harsh conditions. Bills to 
liberalize our banking laws have been 
submitted to many sessions of our State 
Legislature, but, despite, or—perhaps 
because of—stout support by the larger 
New York banks interested in foreign 
trade, and of the Federal Reserve Bank 
of New York, have failed of passage. 
If you want the aid of American banks 
in foreign fields, you can materially 
promote it by lending your support to 
the efforts to do for foreign banks here 
as we want them to do for us in their 
own countries. 
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‘In the face of the successful opera- 
tion of branches of American banks in 
all parts of the world, the large per- 
centage of failures plainly indicates 
nothing more significant than the fact 
that in this field haste must be made 
slowly. Some of our natural character- 
istics tend materially to impede our 
ability as foreign bankers. We are poor 
linguists; we love our country so much 
that we not only want to die, but to 
live most of our lives in it; our attitude 
toward foreigners is that of a not too 
tolerant condescension. Such lack of 
success as American banks have had in 
the foreign field must be attributed 
largely to our inability to train for 
foreign service, in the short time the 
field has been open to us, sufficient men 
to manage with efficiency the branches 
which were established. 


Cooperation Essential 


“Before I desist, I want to suggest 
one thing—that American merchants 
who feel that’ American business de- 
serves the assistance of American bank 
branches in foreign fields, should see 
that their foreign business goes to such 
branches. You must appreciate that 
an American bank, in opening a branch 
in a foreign city and routing through it 
the business which formerly went to its 
local bank. correspondents, loses the 
reciprocal business of those  corre- 
spondents. 

“American bank branches will be as 
useful—but can be only as useful—in 
foreign fields as American merchants 
will make them, by seeing that Ameri- 
can business comes to their hands.”’ 
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Reports of Fall Meetings—State and 
National Accountants’ Societies 


American Institute 


OMPLETION of ten years of 

service in protecting and advanc- 

ing the accountancy profession 
was celebrated by members of the 
American Institute of Accountants when 
they assembled in annual meeting at 
Atlantic City September 21st. The ac- 
coinplishments of those ten years formed 
the chief theme of discussion. 


A concise but comprehensive sum- 
maty of the activities of the Institute 
during the first decade of its existence 
was presented by its secretary, in the 
form of a special report. This report 
tecited briefly the history of account- 
ancy organizations in the United States, 
and told of the early days of the Ameri- 
can| Association of Public Accountants, 
which, in 1916, became the American 
Institute of Accountants. 


The American Association, this re- 
view stated, made good progress from 


1905 to 1915, and developed in numbers 
and influence, ‘‘but it suffered some 
inherent weaknesses which prevented 
the full extent of progress which, with- 
out them, would have been possible.”’ 
The two chief difficulties with the 
American Association, as listed in this 
report, were the practical impossibility 
of disciplining members, and the differ- 
ing standards of state laws and regula- 
tions. The new organization, known at 
first as the Institute of Accountants in 
the United States of America, and later 
as the American Institute of Account- 
ants, was designed to correct the diffi- 
culties by imposing a national control 
on the profession, by setting up one 
standard for membership. 


Interesting information as to the 
progress made by the profession and by 
the Institute during the ten years of its 
existence, was presented through the 
sutvey of the period contained in the 
teport. The establishment of a code of 
ethics; the work of the Board of Exam- 


iners, not only for the Institute but for 
the various state boards of examiners; 
the creation of a library of accounting, 
sustained by an endowment fund; the 
publication of a magazine of accounting 
and a bulletin; the work of the com- 
mittees on education, on cooperation 
with bankers, on public affairs, on state 
legislation, and on federal legislation; 
the work done in protecting the pro- 
fession; the war service neon by 
accountants; the formation of chapters; 
and the holding of regional meetings— 
all these were presented in the form of 
a teview and served to emphasize the 
Institute’s record of accomplishment. 


Report of President West 


The report of President William H. 
West expressed his pleasure at the sup- 
port given him by his committeemen 
and individual members in the work of 
the organization, during the past year. 
A series of amendments to the by-laws 
and constitution, was adopted. 
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Papers were presented by P. W. R. 
Glover, of New York, on “‘Regulation 
of Accountancy by Law,” and by 
Henrv B. Fernald, New York, on ‘‘Ac- 
countants’ Certificates..’ The members 
were entertained at luncheon by the 
Society of Certified Public Accountants 
of New Jersey. It was decided to hold 
the annual meeting of 1927 at Del 
Monte, Cal. 

At the annual dinner George O. May, 
New York, was the chief speaker. His 
subject was “‘Corporate Publicity and 
the Auditor.’’ Other speakers were 
William H. West, New York; Edward 
E. Gore, Chicago; E. S. Read, repre- 
senting the Dominion Association of 
Chiatrerea Accountants, and <A. P. 
Richardson. Carl H. Nau, Cleveland, 


O., was toastmaster. 


Mr. West was reelected president; 
PF. H. Hurdman, New York, and John 
R. Ruckstell, California, were electéd 
vice-presidents; Arthur W. Teele was 
reelected treasurer. 

Members stopped at Philadelphia, 
Pa., after leaving the annual meeting, 
and participated in Accountants’ Day 
exercises at the Sesquicentennial Expo- 
sition. The New York team won the 
Missouri golf trophy at the annual 
tournament, which was played on the 
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, Hotel St. Charles, Atlantic City, New Jersey 


course of the Sea View Golf Club. The 
winning team was composed of H. A. 
Wythes, Robert S. Pasley, Andrew 
Stewart, and George Cochrane. C, 
Oliver Wellington, Boston, won the 
New Jersey golf prize. 


American Soczety 


Cleese in’ point of attendance, 
of all the meetings held by this 
organization, was the way the an- 
nual meeting of the American Society 
of Certified Public Accountants was 
described. The gathering at Washing- 
ton, D. C., which opened September 
22d, was the fifth annual convention of 
the organization. Registration of cer- 
tified public accountants and guests 
numbered 245. The convention was 
under the management cf the District 
Institute of Certified Public Account- 
ants, which was highly complimented 


for the provision made for the enter-. 


tainment of the visitors. 

A wide variety cf subjects was in- 
cluded in the program, and as a result 
the discussions covered a wide field. 
The retiring president, H. E. Lunsford, 
in his report, dwe!t particularly on the 
fact that, through a revision of the 
constitution and by-laws, it is now 
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possible for the Society to maintain 
close contact with state organizations 
of certified public accountants. Mr. 
Lunsford urged that no effort be spared 
to bring about this affiliation of the 
Society with the state organizations. 

The revised constitution and by-laws, 
which were adopted as of June 1, 1926, 
as the result of a mail ballot, contain 
a code of ethics which the Society is 
pledged to enforce. Vice-presidents 
have been reduced from five to two, 
and an Advisory Committee composed 
of past presidents of the Society has 
been created. 

Mr. Lunsford directed the attention 
of members to the problem of restrictive 
legislation, which he said he believed 
must be studied thoroughly and handled 
in a deliberate and carefully planned 
way; he spoke also of the service which 
the public accountant may render in the 
matter of corporate financing. 


Membership Increase 


The Society’s secretary, W. L. Har- 
rison, reported a total membership of 
2404 at the close of the fiscal year, 
August 31, 1926, as compared with 
2039 at the close of the previous fiscal 
year. Mr. Harrison spoke cf the 
interest taken in strengthening state 
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societies of accountants, by the na- 
tional organization. Much effort has 
been expended by the society in com- 
piling a complete record of all holders 
of certified public accountant credentials 
from the states, and a very extensive 
record is now available. 


T. Coleman Andrews, Richmond, 
Va., presented a report of the Inter- 
national Congress of Accountants in 
Amsterdam. Chester I. Long, past 
president of the American Bar Associa- 
tion, spoke on “‘The Accountant and 
the Lawyer.’ Judge Moses H. Gross- 
man, vice-president of the American 
Arbitration Association, spoke on “‘Ar- 
bitration and Business Efficiency.’’ Ar- 
thur E. Foote, of the Division of Sim- 
plified Practice, United States Depart- 
ment of Commerce, also addressed the 
convention. 


Many entertainment features. were 
provided. There was a trap shooting 
tournament at the Manor Club; a golf 
tournament at the Congressional Coun- 
try Club; theater parties, shopping 
trips for the Jadies, a field meet, a 
bridge party and tea, and the annual 
dinner. 


Education for the Profession 


An effort is being made by the Society 
to stimulate cooperation between state 
societies and ica etal institutions 
offering business courses. It gave 
much time, at this annual convention, 
to a discussion of problems related to 
educating young men for the profession. 
A memorandum embodying a plan put 
forward by Durand W. Springer, for a 
method of cooperation between the 
School of Business Administration of 
the University of Michigan and certain 
public accounting organtzations in the 
city of Detroit, was reported to the 
convention. The plan calls for the use 
of seniors in business schools, and grad- 
uates, in the offices of public account- 
ants, this work to be regarded as a 
laboratory course. The student is to 
receive pay for work done. 


New Officers 


New officers were chosen as follows: 
President, James A. Councilor, Wash- 
ington, D. C.; first vice-president, Paul 
W. Pinkerton, Chicago, Ill.; second 
vice-president, James F. Hughes, Jersey 
City,eN..J.5 secretary, D..W. Springer, 
Ann Arbor, Mich.; treasurer, T. Cole- 
man Andrews, Richmond, Va. 


New York Meeteng 


OUR subjects of vital interest to 

professional accountants were dis- 
cussed at length in the all-day meeting 
of the New York State Society of Cer- 
tified Public Accountants October 21st, 
at the Waldorf-Astoria Hotel, New 
York—testrictive legislation, income 
tax procedure, relation between credit 


Freperick H. Hurpmawn, C.P.A. 
Newly elected Vice-President 
American Institute of Accountants 


men and public accountants, and classi- 
fication of accountancy service. The 
all-day meeting was the fourth annual 
affair of the kind conducted by the New 
York State Society, which conceived 
this plan of bringing together its mem- 
bers for a discussion of matters of cur- 
rent interest. Under the chairmanship 
of President Joseph J. Klein much that 
was of value was presented to an audi- 
ence of more than 200 accountants and 
visitors. 


This meeting compared favorably 
with the others that had preceded it, 
and held the interest of the members 
until late in the evening. 


The discussion of restrictive legisla- 
tion was participated in by scores of 
members, and while no clearly defined 
program was evolved the sentiment of 
the members was made clear—that 
everything possible should be done to 
prevent a lowering of standards in the 
state and to protect the certificates of 
the members. The members unani- 
mously voted to stand squarely behind 
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the Legislative Committee in any action 
it might take. It was a vote of confi- 
dence, which was moved by Col. 
Robert H. Montgomery. 


Legislative Program 


Discussion of the legislative program 
was begun by six brief addresses, by 
Henry Aitkin, P. W. R. Glover, — 
J. S..M. Goodloe, Kenneth McEwen, 
counse! for the Society; Col. Mont- 
gomery, and Homer S. Pace. D. W. 
Springer, secretary of the American 
Society of Certified Public Account- 
ants, also spoke briefly to this subject, - 
before the general discussion. 


From the discussion it was made 
clear that the members are expected to. 
make known to the Legislative Com- 
mittee their opinions on any account- 
ancy measures that may be introduced 
in the’ state legislature, but the hands 
of the committee were not tied by in- 
structions which it was found imprac- 
ticable to give it at this time. 


The responsibility that rests squarely 
on certified public accountants in New 
York state was recognized—a respon- 
sibility that arises from the fact that 
legislative action in New York, which 
was the first state to enact a certified 
public accountant law, is bound to 
influence the legislators of other states. 

President Klein is expected to ap- 
point his new committee on legislation 
within a short time. 


Chairman J. Gilmer Korner, Jr., of 
the United States Board of Tax Appeals, 
presented an interesting paper in which 
he detailed the changes made in the 
federal tax procedure by the 1926 act, 
as compared with the 1924 act. Fewer 
appeals are being made to the Board 
of Tax Appeals, he stated, because of the 
excellent work that is being done with- 
in the Bureau of Internal Revenue, 
especially in the Sixty-Day Section. 
But thirteen of the decisions handed 
down by the Board have been appealed 
by the Commissioner of Internal Reve- 
nue, and a like number by taxpayers, 
though more than 6,000 cases have 
been decided. Space does not permit a 
complete presentation of the points 
made by Chairman Korner, who, at 
the close of his address, submitted to 
questioning for the greater part of an 
hour. A rising vote of thanks was 
given Judge Korner. 

“Classification of Accountancy Ser- 
vice’’ was discussed in an able address 
prepared by John R. Wildman. His 
proposed classifications will be pre- 
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ented in subsequent issues of this 
lagazine. 


Four addresses were presented in a 
ymposium at the evening session on 
Relation Between the Credit Man 
nad the Certified Public Accountant,” 
s follows: From the point of view of 
1e commercial credit man, by Edmund 
Vright, New York; from the point of 
iew of the bank credit man, by Joseph 
.. Morris, New York, vice-president 
f Manufacturers Trust Company; from 
ne point of view of the commercial- 
aper credit man, by A. S. Prescott, 
lew York; from the point of view of 
he inwestment-bank credit man, by 
Villiam B. Weston, New York. So 
1uch material of interest and vatue was 
icluded in these presentations ot vari- 
us views of the problem that discussion 
f them must be deferred until later 
ssues of this magazine. 


A report concerning the activities of 
he Buffalo Chapter of the Society was 
resented by Luther K. Watkins, presi- 
ent of the Chapter. Some time was 
evoted to a discussion of proposed 
-vision of the constitution and by-laws. 


New Jersey Meeting 


ITH Governor A. Harry Moore 

in attendance, and with a pro- 
tam that included a number of papers 
m technical subjects of immediate 
aterest, the Society of Certified Public 
\ccountants of the State of New Jersey 
onducted an all-day meeting on Octo- 
er rgth, at the Robert Treat Hotel, 
Newark, with an attendance of more 
han 150 accountants and_ visitors. 
any expressions of appreciation of the 
xcellent program provided by the 
fficers and committees were heard when 
he session adjourned at 10 o'clock in 
he evening, after nearly twelve hours 
f deliberation and discussion. Presi- 
ent James F. Hughes was in the chair 
or all the sessions. 


Throughout the speeches and dis- 
ussions ran the idea, ever recurring, of 
ervice to the profession and to the 
ublic, and in many ways the members 
nade it evident that they realize the 
uty incumbent on them of devoting a 
att, at least, of their time to a study 
f the problems of their fellow prac- 
itioners. Gov. Moore, in particular, 
lwelt on this theme in his after-dinner 
peech. 


Dean John T. Madden, of the School 
f Commerce, Accounts and Finance, of 
New York University, in the intro- 
luctory address of the all-day con- 


ference, said, in part: ‘Modern prog- 
ress has brought us many advantages 
but some of these have been purchased 
dearly. We have lost some of the good 
things that those of earlier and less 
automatic generations enjoyed. We 
have abandoned many beautiful cus- 
toms and have lost many good habits. 
The habit of meditation has almost 
disappeared, to cite but one example. 
Most of us are so busy with tremendous 
trifles that we have no time left for even 
a short period of quiet withdrawal from 
the world during which to ponder 
seriously on things other than those 
related to our daily work. Meditation 
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is ‘the master weaver of character and 
the outer garment of circumstance.’ 
There 1s no better method of acquiring 
poise and balance than this salutary 
practice of meditation. 


“What is my relation to the stream 
of life? What influence have I had upon 
those with whom I have associated 
curing the whole period of my life? 
Have I exercised a positive force for 
good in some wholly unselfish way, or 
have I drifted aimlessly with the tide, 
contributing little or nothing to the 
general welfar2?”’ 

Further, he said: ‘Occasionally in 
my meditations I attempt to take in- 
ventory of this profession of ours. I 
like to prepare its balance sheet. Sup- 
pose we conduct the audit together. . . . 
Let us first examine the fixed assets. 
Good gracious, how old and ancient 
they are! Verily, they are indeed 
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‘fixed’ and permanent. There is no 
record of recent additions or better- 
ments. The old plant is still running, 
but physical, functional, and economic 
depreciation are everywhere evident. 
From that day when the C. P. A. law 
was first enacted, the foundation laid, 
and the structure of the profession 
erected, how little of enduring social 
value has been added.”’ 


An Indictment 


Dean Madden spoke of the organiza- 
tion, through the influence of the New 
York State Society of C. P. A’s, of 
the Schocl of Commerce, Accounts and 
Finance in New York University, when 
"business actually invaded the campus,” 
but added that the Society scon de- 
serted its progeny. , 

“I can not discover another single 
project of unselfish permanent social 
value for which the profession may 
justly take credit from that day to 
this,’’ he said.” “It isvtruetthaesindic 
vidually we have made contributions to 
the general good of our several com- 
munities—the meanwhile adding to 
our incomes; but this is the balance 
sheet of the profession as an organized 
agency in society that we are examin- 
ing, not a consolidated balance sheet of 


-the efforts of individuals in their per- 


sonal relations with clients. 

The direct question was asked by the 
speaker, ‘‘What have you under way 
now in this Society which will even 
begin to discharge your current lia- 
bilities to the profession, to the public, 
and to the young men on your staffs? 
And this unhappy condition is almost 
universal. New Jersey is neither better 
nor worse than other states.”’ 

He added that if ever there was need 
of reorganization (in the profession) 
it is here and now, and said that there 
are unmistakable signs that attempts 
will be made to repeal the statutes 
regulating accountancy, or if not to 
repeal them, then at least to emasculate 
them in such a manner as to impair the 
useful purpose they were designed to 
serve. 

“We have every assurance of the con- 
tinued peaceful possession of the rights 
and privileges extended to us if we do 
our duty to the public, to each other, 
and particularly to these who aspire 
to join our ranks. Public opinion will 
support C. P. A. legislation so long and 
only so long as the public interest is 
served by these laws.”’ 


Harold Dudley Greeley 


“Income on Residuary Trust’’ was 
discussed by Harold Dudley Greeley in 
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a paper which is presented in full else- 
where in this issue of T/e Pace Student. 


“Financing Industrial Enterprises’’ 
was the subject of a papet by Melbourne 
S. Moyer; and Michael N. Chanalis, 
professor of law at the New Jersey Law 
School, spoke on ‘‘Practical Problems 
in Corporate Law of Significance to the 
Accountant.’’ Both papers were fol- 
lowed by discussions. 

Governor Moore paid a high tribute 
to the men who make up the state 
accountancy boatd in New Jersey. 
“There is no higher standard of public 
accountancy than that of New Jersey,”’ 
he said. ‘“‘I congratulate the men who 
represent you on that board.” 


John E. Gill 


john. E-~Gill) of | Rider College, 
Trenton, N. J., said that the profession 
of accountancy is respected by the out- 
side world. ‘‘What are you doing to 
make the profession proud of you?”’ he 
asked. He spoke of the value of asso- 
ciated endeavor, of organization, and 
complimented the members of the 
Society on their evident willingness to 
plan and conduct united undertakings 
for the benefit of not only the pro- 
fession, but the public as well. Mr. 
Gill was introduced by William H. 
‘Compton, the only possessor of the 
title, Bachelor of Accounts, in New 
Jersey. ® 


George O. May, New York, spoke on 
“The Responsibilities of the Account- 
ant.’’ His address is reproduced in full 
elsewhere in this issue of The Pace 
Student. Mr. May was introduced by 
M. E. Peloubet. Other speakers at the 
dinner were Judge John F. Murray, Jr., 
commissioner of public works of New- 
ark, and John A. Howe, commissioner 
of public finance and revenue, of 
Newark. 


Alabama Meeting 


IVE days’ time will be given an- 

nually without charge by each mem- 
ber of the Alabama Society of Certi- 
fied Public Accountants who was in 
attendance at the annual meeting of that 
organization, held September 6th at 
Montgomery, Alabama, for the purpose 
of aiding the work of the organization, 
particularly the activities of its public 
affairs committee, which was created at 
that meeting. The members also made 
arrangements for a C.P.A. scholarship 
in the University of Alabama for one 
student to be chosen by the Society. 
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According to Secretary-Treasurer John 
F. Andrews of the Society, the members 
showed great interest in accountancy 
matters within the state, and announced 
their determination to place the pro- 
fession in that state on as high a plane as 
possible. 

During the past year the Alabama 
Society, in upholding the ethics and 
integrity of the profession in that 
state, preferred charges before the 
State Board of Accountancy against 


FRESHMAN DINNER 
Class of ’26 


HE annual freshman dinner of 

Pace Institute will be held this 
year at, they Hotell sts George, 
Brooklyn, New York, on Tues- 
day, December 14, at 6.30 p. m. 

A particularly interesting pro- 
gram has been arranged. It will 
include, besides an excellent meal, 
speeches by various members of 
the firm of Pace & Pace, an intro- 
duction of the freshman faculty, 
the best humorous entertainer 
that can be obtained, and songs 
and music by Joe Myer, and 
Cordes & Marks. 

On the night of the dinner no 
freshman classes will be held, and 
those students who do not ordi- 
narily attend class on that night 
should arrange their affairs so as 
to be able to attend the dinner. 


several accountants. As a result of 
these charges, the Society was com- 
pelled to protect itsr@:PiA. law. sin 
one instance a case was carried from 
the State Supreme Court to the United 
States Supreme Court. The decision 
was a complete victory for the State 
Society. 


In creating the public affairs commit- 
tee, the Alabama Society defined the 
committee’s duties carefully. The com- 
mittee was instructed to cooperate with 
the state and municipal governments in 
framing tax laws, by offering suggestions 
as to administrative and accounting de- 
tails. The committee was instructed, 
further, to study matters of joint ac- 
countancy and public interest. The 
pledge of the members present to devote 
at least five days of their time each year 
to the work of the committee, indi- 
cated the interest of the members in this 
new activity. They expressed a desire 
to aid in promoting a better under- 
standing between the taxing bodies of 
the government, and business. 
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The Alabama Society is believed to 
be one of the first, if not the first, to_ 
establish a C.P.A. scholarship in the 
State University. One student will be 
chosen and will be enrolled in the 
University of Alabama for a four-year 
course in the School of Commerce and 
Business Administration: The stu- 
dent’s expenses will be paid ‘by the 
Society out of funds in hand. It is the 
hope of the Society to perpetuate one 
scholarship, even though assessments 
may be necessitated in later years. 

Walter K. Smith, of Mobile, was 
chosen president of the Alabama So- 
ciety for the fiscal year ending August 
31, 1927. John F. Andrews was re-- 
elected secretary-treasurer. The ae 
cil is composed of William J. Christian, 
chairman; James E. Dowe;: Conrad 
Sauer, Jr.; Frank L. Hammond, and 
W.H. Borland. 


The next annual meeting will be held 
in Mobile, Alabama, Monday, Sep-— 
tember 5, 1927. D 
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Ohio Meeting i 


OMPLETE cooperation between 
practising accountants and the 
credit men of the country was advo-_ 
cated by P. W. Pinkerton of Chicago in 
an address before the members of the 
Ohio Society of Certified Public Ac-_ 
countants at the annual meeting held 
on October 9th in Cincinnati. y 
Mr. Pinkerton’s paper on “‘The Pre-~ 
veation of Failures’’ was one of three 
presented during the afternoon session. 
Fred J. Nichols, of Dayton, Ohio,® 
director of the Merchants Service Bu-) 
reau of the National Cash Register” 
Company, spoke on “Service in Busi- 
ness,’ and E. A. Kracke, certified public” 
accountant, spoke on “Accountancy © 
in Germany.” 4 
The Cincinnati Chapter of the Ohio — 
Society tendered a luncheon to them 
visiting members of the Society follow- — 
ing the business meeting in the morning. — 


Hon. Murray Seasongood,-Mayor of © 
Cincinnati, welcomed the members. ~ 
W. C. Culkins, executive vice-presi-— 
dent of the’ Cincinnati Chamber ofa 
Commerce, was toastmaster at them 
annual dinner. W.D. Wall, Columbus, — 
Ohio, president of the Ohio Society; 
Frederick C. Hicks, president of the™ 
University of Cincinnati; Hon. Alfred” 
G. Allen, of Cincinnati, attorney and- 
former member of Congress; and Thur- 
man Miller, editor, of Wilmington, 
Ohio, were among the speakers. 


(Continued on page 23) 
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Accountancy Questions of Vital Interest 
Raised by Dean Madden 
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RE public accountants failing to 
A protect properly their compara- 
tively new profession? Are they 
discouraging good men from preparing 
to enter it? Are they permitting others 
to do for the profession the things that 
they themselves should be doing, such 
as the writing of the terminology of 
accounting? Are they failing to show a 
proper interest in the education of the 
coming generation of accountants? Are 
they permitting practices to grow up 
which are direct violations of the code 
of ethics of the profession—a code long 
sought and but recently set up? 

These are some of the questions, not 
only of interest, but of vital importance 
to the profession, that were brought to 
the attention of practitioners in an ad- 
dress by one of the men best qualified to 
discuss the problems with which the 
profession is confronted—Dean John T. 
Madden, of the School of Commerce, 
Accounts and Finance, of New York 
University, when he spoke before the 
Pace Alumni Association at its first fall 
luncheon meeting on September 25th. 


Present-day Conditions 


Dean Madden’s summary of present- 
day conditions in professional account- 
ing and his presentation of the ills with 
which, in his estimation, the profession 
is afflicted, form the most comprehensive 
and clear-cut picture that accountants 
have had presented to them in many 
months. It is a most significant pro- 
‘nouncement, which undoubtedly will 
claim the immediate attention of the 
organizations of accountants having in 
their keeping the welfare of the pro- 
fession. 

Pessimism was expressed by this 
leading educator and member of the 
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profession over the lack of progress in 
the profession in the thirty years of its 
existence. Specifying the matters in 
which professional accountants in his 
opinion are lax and apathetic, he set 
forth the shortcomings listed above as 
definite items with respect to which 
accounting practitioners not only have 
failed to take constructive action, but 
have even shown a lack of interest. 

Dean Madden's address, however, 
was not entirely pessimistic, and the 
picture as he painted it contained some 
bright spots set off against the darker 
background. He expects to see improve- 
ments, he said, if not from within the 
profession itself, at least as the result of 
outside pressure, a part of which mav be 
applied by accountancy students of to- 
day, when they become either practicing 
accountants or executives in business. 
These students and the recent accessions 
to the ranks of accountants practicing 
professionally and engaged in private 
employment, will, he believes, be effec- 
tive factors in improving conditions, 
since these men and women are being 
taught high ethical standards, which 
should have an uplifting influence. 

‘Those of you who are privately em- 
ployed will insist that the public ac- 
countant live up to the high standards 
required to advance the profession,’’ he 
said. 

One of the matters to which account- 
ants, especially those in public practice, 
might well give their serious attention, 
according to Dean Madden, is that of 
terminology for their profession. So far 
accounting practitioners, he pointed out, 
have been apathetic-in this very im- 
portant matter. 

As far back as 1908, Dean Madden 
said, steps were taken by accountants 
to define the terminology of accounting. 
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Summary of present-day conditions in accountancy 
Lack of progress in last thirty 
jears 2» Examination system 2» Terminology 2 
Unethical practices 
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The American Association of Public 
Accountants compiled a_list of terms 
and their definitions, with which, he 
added parenthetically, no one agreed. 
The list was published, and accountants 
were asked to comment on it and to 
express their opinions. The response 
was meager. A few years ago Prof. 
J. Hugh Jackson, of Harvard Univer- 
sity, in conjunction with the American 
Institute of Accountants, prepared a 
revised list of terms and their definitions 
and a renewed effort was made to obtain 
an expression of opinion from the pro- 
fession. This time but two responses 
were received. 

‘No further progress has been made,”’ 
said Dean Madden, “‘and the result is 
that terms in accountancy are being de- 
fined by others, principally members of 
another profession—the law—as defint- 


tions in bond indentures and other 
financial and legal instruments are 
written.” 


Lack of Interest 


As evidence that accountants do not 
take a proper interest in educational 
matters, Dean Madden cited the fact 
that he recently wrote to 43 State 
societies of certified public accountants 
to inquire as to accounting educational 
conditions and other matters pertaining 
to the preparation of men for the pro- 
fession, and that he had replies from 
but five of the state organizations. 

As one of the discouragements which 
have a deterrent effect on many men 
who are trying to prepare for the pro- 
fession, Dean Madden cited the require- 
ments as to practical experience that 
are imposed on those who would be- 
come certified public accountants. He 
took the stand that it is not right to 
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require five years of practical experience 
before granting ‘a state certificate to a 
graduate of a recognized accounting 
school or university. 

‘Tt does not require so much training 
to make an accountant,”’ he said. ‘‘No 
steps have been taken by the educational 
authorities of this cr most of the other 
States to recognize the time spent in 
schooling, when considering the quali- 
fications of applicants for the certified 
public accountant designation.’’ 

On the subject of examinations, 
which he characterized as miserable, 
anyway, Dean Madden made the state- 
ment that the tests applied today to 
candidates for state registration are 
faulty. The examination system, he 
believes, should have immediate and 
serious attention. 

Some of the changes that he believes 
could well be made are removal of the 
arbitrary time limit on those taking 
examinations; giving permission to 
students to take the state examinations 
as soon as they have completed their 
courses, or even parts of their courses, 
instead of compelling them to wait 
from one to five yeats, while gaining 
the experience now required, before 
sitting in examinations; the exercise of 
mcre care in the preparation of examin- 
ation questions; the preparation of 
different sets of questions in each state, 
by the boards of examiners, so that 
they may truly reflect local conditions; 
marking of papers solely by the state 
beards. 

Enlarging on these suggestions, Dean 
Madden said: 

‘Persons who set the examinations 
for certified public accountant registra- 
tion have little knowledge of the sub- 
ject of educational processes. They have 
the wrong point of view. They seem to 
think that candidates for certification 
should have about the same qualifica- 
tions in accounting that a Charles E. 
Hughes or a Charles Mayo have in law 
and medicine. They seem to expect the 
accountant who has just completed his 
training to be a leader in his profession 
BPvOuces 

“Boards of examiners go to text 
books for problems to include in ex- 
aminations, and get from the text books 
also the answers to the problems. They 
do not take into consideration, in mark- 
ing the answers to such problems, the 
fact that the men who wrote the text 
books worked on them for hours, and 
that the texts wete carefully reviewed 
and edited. No candidate sitting in an 
examination can be expected to give 
answers comparable to the ones found 
in the text books. 


“There will always be much dis- 
satisfaction until that condition is 
changed.”’ 

Examinations should be uniform only 
in high standard and character, accord- 
ing to Dean Madden. They should not 
be uniform in context, he believes. He 
thinks it a mistake to attempt to apply 
identical questions to all sections of the 
country, because of the diversification 


OHN T. MADDEN, as Dean of the 

School of Commerce, Accounts and Finance, 
New York University, and as an active mem- 
ber of the New York State Society of Certified 
Public Accountants is particularly wellquali- 
fied to discuss the questions herein raised. 
They formed the gist of Dean Madden's talk 
to the members of the Pace Alumni Associa- 
tion assembled at their regular monthly 
meeting at the Machinery Club on October 25. 


of modern business and industry in 
different sections. 

As to marking papers, Dean Madden 
expressed the opinion that no member 
of any state board of examiners has the 
right to delegate his functions to any- 
one, especially to an agency outside of 
the state. “’ Hevadded \that ‘for nstate 
boards of examiners to permit somebody 
outside of their states to prepare exam- 
inations for them is evidence of laziness 
or of intellectual bankruptcy on the 
part of the members of the board. 

To this indictment was added the 
statement that the surrender by a state 
board of examiners of papers of candi- 
dates to an outside body, even for a 
minute, is, in his opinion, a violation 
of law. 

This determined stand on the part of 
Dean Madden undoubtedly refers to the 
practice by the state boards of examiners 
of more than thirty states of using 
examination questions prepared for 


them by the American Institute of 
Accountants, instead of preparing the | 
examinations themselves; and to the 
practice of sending the papers of candi- 
dates to the American Institute of 
Accountants for rating by that body | 
before they are rated by the state 
boards—a practice which has been in | 
effect for several years, and which is the 
subject of animated discussion in the 
profession. 

Perhaps the most serious arraignment > 
of the profession contained in Dean 
Madden's address was that it is per- 
mitting unethical practices to be in- 
dulged in, even by leading practitioners, 
and that these practices ate winked at 
by those who are supposed to be looking 
after the welfare of the profession. 

Because these unethical practices ate 
allowed to continue, Dean Madden 
expressed dissatisfaction with the or- 
ganization of the profession. 

“It took us a long time to get a code 
of ethics, and now that we have it, it 
is not. observed,’’ he said. ~ What 
would you think of a firm of prominent 
public accountants who would use two 
different methods of compiling financial 
reports and balance sheets, in the cases 
of two concerns in the same line of 
business? What effect does this yielding 
to the wishes of the concerns involved 
have on the juniors and others employed 
by the accounting firm?”’ 

Detailing this case, which he cited as 
an actual happening, Dean Madden said 
that a firm of accountants, in compiling 
profit and loss statements for two con- 
cerns in the same line of business, in one 
case included depreciation before arriv- 
ing at net earnings, and in the other 
deducted the depreciation charge after 
the net income had been arrived at. 
The preparation of balance sheets and 
income statements, for the particular 
consumption of stockholders, with such 
misleading figures was decried. 

Dean Madden referred to the articles 
by Prof. Ripley, of Harvard University, 
as to the failure of corporations to, pro- 
vide sufficient information in theit 
financial statements issued for the stock- 
holders and the public. 

“Managers of industrial organiza- 
tions are fiduciary officers and trusteees - 
to a greater extent today than ever,” 
he said, ‘‘and on them rests a greater 
responsibility than ever for a fair ac- 
counting to stockholders. This all 
points to an independent accounting. 
English law requires an independent | 
audit for stockholders. Conditions are 
different here however, and even if laws 
were enacted in this country requiring 
independent audits of corporation af- 
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fairs by certified public accountants, 
there would not be enough certified 
public accountants in the whole United 
States to do the work.’ In the thirty 
yeats since the State cf New York 
created the certified public accountant 
but 1,923 have qualified in the state, and 
of that number but 1,600 are in 
ptactice.”’ 

Just as in the legal profession, im- 


provement in accounting practices is 
due to come from outside the profession, 
Dean Madden believes. He expressed a 
hope that its coming may be speedy, 
more so, in fact, than has been the case 
in the legal profession. Dean Madden's 
address was delivered before an audi- 
ence of two hundred accountants, who 
gave him the closest attention and 
applauded his comments. 


Allocation of Expense in 
Refinishing Defective Material 


PROBLEM in cost accounting 
procedure recently was submitted 


to the Associate Editor as fol- 

lows: 
“In connection with my recent work 
in cost accounting, the following prob- 


lem has arisen—may I ask that you 


kindly make comment? 

“The mill under question manufac- 
tures ribbons. Purchases entered in the 
purchase journal are distributed to the 
various departments, and at the end of 
the month a summary is made which 
shows these departmental charges plus 
wages, depreciation, light, heat and 
power, interest, and insurance properly 
distributed. Each department is charged 
with its total, Paid factory control 
account is credited. 

’ “The accounting department receives 


at the end of the month statements from | 


department heads, showing how many 
yards of ribbon were woven, how many 
finished, how many blocked, how many 
pounds wound and how many pounds 
dyed. From the invoices to customers it 
obtains the number of yards shipped. 
A report is made to the general manager, 
which shows the total amount of goods 
handled in each department, the total 
cost of that department, and the unit 
cost for the department. 
‘*The-problem arises in the costs of 
the dye houses, where the unit cost is 
so much per pound. A certain percent- 
age of goods shipped comes back because 
of wrong shades. These goods must be 
redyed. A argues that if the total 
poundage handled is, say, 2000 pounds, 
and the cost of the department is 
$2,000.00, the unit cost per pound is 
$1.00, regardless of the Se that the 
2000 may include, say, 10o pounds 
which were returned and so were 
handled twice. B argues that such 
returns are costly in that they involve 
duplicate labor in the dye house, in the 
blocking department, and in the finish- 


ing room. He argues that this cost cf 
duplicate handling throughout should 
be levied against the dye department 
and that it is not so levied if its total 
cost is divided by total poundage to 
ascertain unit cost. 

“May I have your comment?”’ 

In reply the Associate Editor wrote: 

“In your letter you bring up the 
question of proper allocation of expense 
involved in refinishing material that 
was returned to the factory because it 
was defective. Your letter applies the 
Case€ in question specifically to ribbons. 

“In theory at least, a segregation 
should be made between the costs of 
producing material and the cost of re- 
finishing or reworking the defective 
material, particularly if the cost of 
reworking the defective material is 
higher than the cost of working new 
material. In practice, unfortunately, it 


ey 


is not always possible to make the 
segregation. In such an instance, the 
nearest approach to determination of 
the cost of handling the reworking cf 
material should be made. 

‘“As to whether the cost of rework- 
ing the material should be applied as a 
cost of the department through whose 
fault the defect occurred is somewhat 
open to debate. An application of strict 
theory probably would indicate that 
such treatment is proper. However, the 
objectives of a cost system are not only 
the determination of true theoretical 
cost, but the determination of operating 
figures that will aid in management. 
Accordingly, it is a common practice 
to set up the cost of reworking defective 
material in a separate account and to 
consider it as a direct charge to profit 
and loss, rather than as part of the over- 
head cost of the department at fault. 

‘“As Ihave stated, however, the strict 
theory probably indicates that such 
costs should be considered as expenses 
of operating the department at fault, 
and in a particular organization you 
must decide whether you would prefer 
to be guided by theory, or whether 
practical considerations dictate that the 
reworking cost shall be considered as a 
profit and loss item.’’ 


SAMUEL W. LERER and JACK J. 
BIKALES announce the formation of a 
partnership for the general practice of 
accountancy and matters pertaining to 
federal and state taxes, with offices at 
1440 Broadway. Mr. Lerer is a graduate 
of Pace Institute. 


PACE ALUMNI ASSOCIATION 


AN 


entertaining speaker of prominence has been engaged 
to address the next regular meeting of the Pace Alumni 


Association to be held at the Machinery Club, 50 Church 
Street, New York, on Saturday, November 2oth, at 1:30 P.M. 
Plenty of music and songs by Joe Myer, and Cordes & Marks. 
Members are urged to make early reservations, as a big turn- 
out is expected; send your check to the Executive Secretary 


today ($1.65 a person). 


You may bring one or more guests if you wish. 


F. M. ScHAEBERLE, Executive Secretary 


The Swiss Method of Handling the 
Daily Deposits of Commercial Banks 


NE of the most common banking 
() transactions, occurring daily in 

almost all parts of the globe, is 
the deposit of ame in the form of com- 
mercial paper and currency, received by 
business enterprises in settlement of 
trading obligations. Yet, although this 
phase of banking is universal, the 
methods of treating depositors’ accounts 
differ in the various countries. 


Interest 


The writer has observed, especially in 
the United States, that it is difficult for 
an ordinary bank depositor, whether 
sole proprietorship, partnership, or cor- 
poration, to determine accurately, with- 
out spending a great deal of time and 
effort, its monthly interest allowance 
for funds kept on deposit. The bank 
sends its monthly statements, contain- 
ing numbers and amounts of checks paid 
and canceled, together with the re- 
spective returned checks, to its deposit- 
ors. In the statement will often be 
found an item which the bank classifies 
as interest allowance for the period 
covered by thestatement. The depositor, 
upon receipt of the statement, usually 
prepares a statement of cash reconcilia- 
tion. In the preparation of this state- 
ment, however, he is usually obliged to 
accept the interest figure as computed 
by his bank, since it 1s difficult for him 
to verify this item. It seems only fair 
and in line with good business for a 
depositor to know how the interest 
allowance for a current period has been 
determined by the bank. 

In Switzerland, it is customary for a 
business man or corporation, before 
entering actively into current trading 
relations with a bank, to enter into a 
Written contract or agreement with 
such bank. This agreement is called 
an account-cutrent agreement, and sets 
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forth, in general, details with regard to 


interest charges or allowances, banker's 


commission, duration of the contract, 
limitation of credit to be extended by 
the bank, and such other matters as 
may be deemed necessary in each par- 
ticular case. This agreement when 
signed by the parties becomes the basic 
document to the provisions of which all 
resulting transactions must conform. 

Assuming, then, that this document 
has been duly executed, the depositor, 
as he is then called, sends in his com- 
mercial papers for discount and deposit. 
The daily deposits consist for the greater 
part of trade acceptances for discount, 
although deposits of checks and cur- 
rency may occasionally be made. On 
the basis of the deposit received, the 
bank prepares what is called a ‘‘bor- 
dereau’’ (see Form 1). This form pro- 
vides columns for amount, due date, 
place of payment, stamp tax, collection 
fees, number of days, and discount 
number. 


The Bordereau 


Acceptances and checks are assorted 
according to place of payment and due 
date and are then listed on the special 
form. The individual amounts are 
multiplied by the number of days the 
paper has to run before maturity, the 
result after being divided by t00 is 
called a discount number. Collection 
fees and stamp taxes are inserted in the 
proper spaces provided therefor. 

At the foot of the “‘bordereau’’ the 
totals in respect to discount numbers 
and amount of deposit are shown. The 
total of the discount numbers is used 
for determining the amount of discount 
that will be charged by the bank at the 
prevailing rate, which in the illustra- 
tive form is 4 per cent. This amount of 
discount, plus any other expenses of the 


Benefits to the depositor under Swiss and American 
systems compared 2» The “bordereau” 2» By FRED 
VONAISCH of the Textile Banking Company, New 
York, and student at Pace Institute 2 
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nature mentioned above, is deducted 
from the amount of deposit, and the 
resulting net value is then credited to 
the depositor’s account and bears in- 
terest beginning with the day following 
that of deposit. 


Banking Regulations — 


The banking regulations of each par- 
ticular bank contain a statement in 
respect to the discounting of commercial 
paper. This statement briefly provides 
that no paper will be discounted below 
a certain fixed minimum of discount. 
In other words, if an acceptance accord- 
ing to its amount and maturity date 
would not yield the required minimum 
discount, the bank inserts in the 
“bordereau’’ a sufficient number of days. 
to insure the necessary discount mini- 
mum. In case checks are deposited, the 
bank will charge three to five days’ 
interest, depending upon the place 
where the checks are payable. 


A depositor under an account-current 
agreement seldom meets his obligations 
by the drawing of checks; but finds it 
much more convenient to accept drafts, 
which at maturity are presented to his 
bank for payment. 


Should a depositor have occasion to 
borrow funds for current needs, the 
bank, under ordinary conditions, will 
extend credit up to aycertain) limit, 
These advances may be secured wholly 
or partially by collateral. However, in - 
such an instance, the depositor is not in 
a position to draw checks against such 
loans, inasmuch as the “‘ Law of Obliga- 
tions’’ provides that checks may only 
be used where the maker has to his 
credit an amount equal to or above that 
of the check, and this credit must not 
be inflated by any advances made by 
third persons, who thereby would have 


a prior right to the disposal of this 
credit fund. 

The depositor, in order to meet his 
obligations, accepts drafts payable at 
his bank, which upon maturity are 
then presented to the bank for payment. 
Another interesting rule of the law is, 
that checks payable at the same place 
where issued shall be presented for pay- 
ment within five days; checks payable 
at places other than those of issue shall 
be presented within eight days. If a 


holder neglects to observe this rule, he 


loses the right of protest against prior 
indorsers. 


The contract between the parties 
usually includes a provision that the 
bank is to render a complete statement 
or account current every six months. 
It has become the custom for most 
commercial banks to prepare these 
statements semi-annually—on June 30th 
and December 31st. This accounting 


' statement in some respects is merely a 
‘summary of ‘‘bordereaux’’ 


containing 
daily deposits, and in other respects it 
is an itemized statement of all pay- 
ments met by the bank for the depositor. 

The account-current form (see Form 
2) provides columns on both debit and 
credit sides for date, detail, due date, 
number of days, interest numbers and 
amount. On the credit side the dis- 
counted cr the net amount of each daily 
deposit is listed chronologically. For 
the purpose of illustration, it may be 
aaea that an accounting is rendered 
as of June 30th, covering a period of six 
months. As each deposit is listed, the 
number of days are determined and then 
multiplied by the respective amount 
and divided by 100, the result being 
known as an interest number. The same 

rocedure is followed on the debit side. 
The amounts and the interest numbers 
ate added, and from the balance of 
numbers the interest charge or credit is 
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BANK* OF kat ee ee Cie reo e See BU Wee. sete foe Date June 1,- 1926 
BardereatcOr. Maes oe dase 26s ltd. ae oa tel 
Due * Place of Stamp | Collection] Number | Discount 
Amouit Date Payment Tax Fees of Days | Numbers 
500 | co | Aug. 1 | New York = aoe 60 300 
250 | co | July 1 | Chicago = _ 30 75 
75 | 00 | Sept. 1 | Boston a = go 68 
1250 | 00 | July 15 | Philadelphia = a 44 550 
350 | 00 | June 30} St. Louis = 22 29 102 
250 | 00 | .une 4 | New York aa aa 3 8 
$2675 | 00 1103 
12 ee 12.26 Discount @ 4% 
So — Stamp Tax 
$2662 | 74 — Collection Fees 
Value June 1, 1926 => 


Form 1 


calculated on the basis of the current 
interest rate. 


Banker’ 5 Commission 


As mentioned at the beginning, there 
is a small charge made by the banker for 
his services rendered, which is computed 
on a percentage basis from either the 
credit or debit total, whichever is 
greater. In addition, there may be other 
proper expenses listed and charged. 
After all postings have been made, the 
account is balanced and closed out, the 
new balance being brought forward as 
of the first of the new period, from 
which date interest again begins to run. 


With this statement there is sent to 
the depositor a letter requesting him to 
verify the report as soon as possible and 
acknowledge its correctness. It wili 
thus be seen that this account becomes 
an account stated as between the parties. 
The balance, therefore, could not be 
disputed at any time thereafter. — 


If a depositor’s account is very active, 
a report of this nature is likely to be- 
come rather voluminous. However, 
postings to these accounts are made 
‘daily, so that by the end of a period all 
that remains to be done is the closing of 
the account. No material delay is 
caused in the mailing of the statements, 
and the banks make it a rule to have 
them ready for delivery by the first of 
the new period. 

Intermediate closings may be had 
upon request, and there is no reason why 
similar monthly statements could not 
be prepared in case the depositor should 
keep his records on monthly periods. 


ARTHUR S. SWENSON, C.P.A., an- 
nounces the opening of his own office 
for the public practice of accountancy, 
special investigations, and income tax 
service, at 311 Fifth Avenue, New York. 
Mr. Swenson is a graduate of Pace In- 
stitute, and president of the Pace 
Alumni Association. 
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Date Detail Due Date Days |Numbers} Amount Date Detail Due Date Days |Numbers! Amount 
Jaan Balance Dec. 31 180 g00 500 | 00 || Jan. 15 Payment Jan. , 16 164 1230 750 | co 
Feb. 15 Our Paymt. Feb. 15 135 405 300 | co |} Mar. 20 ¥ Mar. 21 99 594 600 | oo 
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May 25 i . June 30 Tie oes 300 | co || June 30 Interest on 14a 
June 30 Bal. Nos. 309 309 Nos. 

June 30 Com. 1/8% June 30 2 | 69 
on 2150. 
June 30 Other Exp. 50 
June 30 Balance 300 | 24 
2064 Ts se Yad (lp 2064 2153 | 43 
July 1 Balance June 30 300 24 
Form 2 


The Accountants’ Club of America, Inc. 
New Social Club for Accountants 
Organized in New York 


2 


and dues 


CLUB for accountants, a purely 
A social organization, is now an 

accomplished fact, the result of 
years of planning. It is known as The 
Accountants’ Club of America, Inc., 
and is established in handsome quarters 
in the Hotel Belmont, adjacent to 
Grand Central Terminal, in New York 
City. The new organization is designed 
to serve accountants of the entire coun- 
try, as it offers services and conveniences 
to out of town members fully as ex- 
tensive as those provided for resident 
members. 

Announcements of the. organization 
of the club are being mailed to members 
of recognized organizations of account- 
ants, whose applications for member- 
ship in the new club will be acted upon 
without being referred to the Member- 
ship Committee, if received prior to 
January 15, 1927. Classes of member- 
ship have been provided to meet the 
requirements of non-resident as well as 
resident members. 


Membership 


Those eligible for membership in- 
clude members of any recognized so- 
ciety, institute, or other bodies or 
groups of accountants; persons who are 
engaged in the practice of the pro- 
fession of accountancy, who are not 
members of any recognized body or 
group of accountants and who have 
been continuously in practice for at 
least three years; employees of practic- 
ing accountants who shall have had 
three years continuous experience; in- 
structors in accounting, economics, 
and related subjects; persons interested 
in accountancy who are not engaged in 
the practice of the profession, including 
among others officers of corporations, 
banks, governmental and municipal 
bodies, members of the judiciary, bank- 
ers, attorneys, and engineers. 
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The Accountants’ Club of America 
took definite form in the spring of the 
current year when it was incorporated 
as a New York organization. During 
the summer and fall various committees 
were at work on problems of securing a 
location for the club’s headquarters, 
and other details. Plans of the club 
matured rapidly in October, when 
several meetings of the Board of Gov- 
ernors were held. 


Headquarters 


The club has its headquarters in 
the Hotel Belmont, adjoining the 
Grand Central Terminal in the city of 
New York, with a secretary and office 
staff, and provision for the serving of 
meals. These quarters will, it is ex- 
pected, be a meeting place and mailing 
address for accountants throughout the 
country. 

For many years there have been dis- 
cussions of plans for the organization 
of a purely social body of accountants. 
It was felt that with the national offices 
of two accountants organizations—the 
American Institute of Accountants and 
the National Association of Cost Ac- 
countants—located in New York, and 
with two state organizations of certi- 
fied public accountants within the met- 
ropolitan district, there was a distinct 
need for an organization purely social 
in its aims. 

The charter from the secretary of 
state of New York was received by the 
Accountants’ Club of America, Inc., on 
May 11, 1926, the application having 
been approved by Justice Guy on May 
7. The incorporators were: David 
Berdon, Arthur H. Carter, Frederick G. 
Colley, Robert E. Connolly, William 
O. Cutter, Frank G. DuBois, Cecil D. 
Giles, Charles Hecht, Charles A. Heiss, 
Henry A. Horne, James F. Hughes, 
Orrin R. Judd, Joseph J. Klein, Martin 
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Kortjohn, Samuel D. Leidesdorf, John 
T. Madden, Henry E. Mendes, Robert 
H. Montgomery, Perley Morse, Homer 
S. Pace, James L. Ridgway, Frederick 


M. Schaeberle, Andrew Stewart, Philip 


J. Warner, and Daniel A. Young. 
Scope of the Club 


The certificate of incorporation states 
that ‘‘the particular objects for which 
the corporation is to be formed ate to 
establish, maintain and operate a club, 
reading-room and other accommoda- 
tions for the use and convenience of its 
members; and to promote social inter- 
course among its members; to foster 
interchange of ideas to advance the 
science of accountancy; to encourage 
the development of a better understand- 


ing of the relations of accountants with © 


one another as well as with other pro- 
fessions and the business life of the 
community and nation; to develop and 
cultivate among its members and among 
members of other professions, a knowl- 
edge of the proper purposes and func- 
tions of accountants; to provide for 
formal as well as informal lectures, dis- 
cussions, debates, conferences and by 
any other means to disseminate among 
its members information and knowledge 
on accountancy and such subjects that 
may be affiliated, bear on, pertain to or 
that may be of value or interest in any 
way to accountants.’’ 


Colonel Robert H. Montgomery has 
been chosen president; Colonel Arthur 
‘H. Carter, vice-president; James F. 
Hughes, secretary, and S. D. Leidesdorf, 
treasurer. | 


Committees have been named as 
follows: 


Membership Committee: Homer S. 
Pace, Chairman; Orrin R. Judd, John T. 
Madden, Philip J. Warner, and Henry 
A. Horne. 
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House Committee: S. D. Leidesdorf, 
Chairman; F. M. Schaeberle, Daniel A. 
Young, David Berdon, and one to be 
added later. 

Finance Committee: Joseph J. Klein, 
Chairman; S. D. Leidesdorf, David 
Berdon, Cecil D. Giles, and Henry E. 
Mendes. 

Committee to draft by-laws: Andrew 
Stewart, Chairman; F. G. Colley, 
Perley Morse, Martin Kortjohn, and 
Charles Hecht. 


Application Blanks 


Application blanks for membership 
were distributed at the annual all day 
conference of the New York State 
Society of Certified Public Accountants, 
and many applications for membership 
have been received. There will be an 
increase in initiation fee for resident 
members after the first 500 resident 
applications have been accepted. 

While the New York State Society 
was instrumental in bringing to a head 
the plans for the organization of a 
club, the society has turned the matter 
over to the profession as a whole to 
conduct. 


Reports of Fall Meetings 
—State and National 


Accountants’ Soczetzes 
(Continued from page 16) 


Mr. Wall -was elected president; 
R. A. Hurst, of Toledo, vice-president, 
and L. G. Battelle, of Dayton, secre- 
tary and treasurer. These officers, to- 
gether with W. A. Coy, Cleveland, 
Ohio, R. H. Gravett, Cincinnati, Ohio, 
H. W. Cuthbertson, Dayton, Ohio, and 
R. F. Mateer, Warren, Ohio, form the 
board of directors. 


Chicago Chapter, N.A.C.A. 


A PROGRAM of seven meetings for 
the fall, winter and spring has 
been arranged by the Chicago Chapter 
of the National Association of Cost 
Accountants, as follows: 


October 21, 1926. The Theory and Ap- 
plication of Standard Costs. Mr. 
Eric A. Camman, of Peat, Marwick, 
Mitchell & Co., New York. 

November 18, 1926. Fixing Labor 
Standards as a Basis for Standard 
Costs. Mr. Edward H. Tingley, 
editor Foremen’s Magazine and Asst, 
Supt., Delco Light Co., Dayton, 
Ohio. - 
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January 20, 1927. Fixing Material 
Standards as a Basis for Standard 
Costs. Mr. W. L. Churchill, con- 
sulting Engineer, White Plains, N. Y. 

Februaty 17, 1927. Application of 
Factory Expense in Standard Costs. 
Prof. David Himmelblau, C.P.A., 
Northwestern University, Chicago. 


March 17, 1927. What Standard Costs 
Can Do for the Production Depart- 
ment. Mr. H. M. Tompkins, In- 
dustrial Engineer, Packard Motor 
Car Co., Detroit, Mich. 

April 21, 1927. The Administrative 
Use of Standard Factory Costs. Mr. 
B. R. Wells, Asst. Secy., Fairbanks 
Motse & Co., Chicago. 

May 19, 1927. Application of the 
Standard Cost Idea to the Adminis- 
trative and Selling Functions. Dr. 
Joseph R. Hilgert, College of Com- 
merce, University of Illinois, Urbana, 
Ul., Author of ‘‘Cost Accounting for 
Sales.”’ 


The meetings are to be held in the 
Hamilton Club, Chicago. 


Itenots Meeting 


T the annual meeting of the 

Illinois Society of Certified Public 
Accountants, held September 14, at 
Chicago, Il., the following officers and 
directors were elected for the year end- 
ing August 31, 1927: president, John 
A. Stolp; vice-president, J. Angus 
Steven; sec’y-treasurer, Lewis Ashman. 
Directors: the three officers and T. B. G. 
Henderson, Arthur Medlock, S. A. 
Pyne, Frank C. White. 


According to the by-laws of the 
Society, the last five ex-presidents con- 
stitute an Advisory Committee who 
shall be present at all meetings of the 
Board of Directors and (except for vot- 
ing) take part in the business transacted 
at such meetings. The advisory Com- 
mittee for the fiscal year stated is made 
up as follows: F. B. Andrews, George 
E. Frazer, W. M. Le Clear, George W. 
Rossetter, C. R. Whitworth. 


Virginia Meeting 


vAVe the annual meeting of the Vir- 
ginia Society of Public Accountants, 
Inc., held September 4, Guy M. Scott, 
of Richmond, was chosen president; 
J. B. Redford, of Norfolk, vice-presi- 
dent; and George T. Durham, of Rich- 
mond, secretary-treasurer. 
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Daniel C. Roper 


(Continued from page 6) 


He became clerk of the United States 
Senate’s Committee on Interstate Com- 
metce in 1894, serving for three years. 
In 1900 he became a special agent of 
the United States Census Bureau, in 
which capacity he served for ten years. 
In rgo1 he was awarded a bachelor of 
laws degree by National University, 
Washington. 

Continuing his public service, Mr. 
Roper in 1901 became clerk of the Com- 
mittee on Ways and Means of the House 
of Representatives, one of the most im- 
portant committees in Congress, in 
which originate all government revenue 
raising measures. It was during his 
service of three years with this com- 
mittee that he gained an insight into 
government finances that stood him in 
good stead during the war years, when 
he was charged with the tremendous 
task of collecting the sinews of war. 

Mr. Roper was named by President 
Wilson as first assistant postmaster- 
general on Match 14, 1913, in recogni- 
tion of his special abilities as a public 
official. He served in that capacity 
until August 1, 1916, when he became 
chairman of the Organization Bureau 
in President Wilson’s campaign for 
reelection. Appointment as vice-chair- 
man of the United States Tariff Com- 
mission came on March 22, 1917, but he 
served there only until September 25th 
of that year, when he became commis- 
sioner of internal revenue, one of the 
most important posts in the ‘yovern- 
ment machine, at a time when great 
drafts of money as well as men were 
being made on the republic. He 
served for three years in this difficult 
position, and won the esteem and ad- 
miration of all with whom he came in 
contact. 


Outstanding Achievement 


One of the outstanding achievements 
of Mr. Roper’s career was the develop- 
ment of a plan for collecting cotton 
statistics by a count at frequent inter- 
vals during harvesting seasons of bales 
turned out at the ginneries. He origi- 
nated a system of publishing a series of 
reports on the cotton supply during the 
cotton season, and made a systematic 
study under governmental direction of 
the textile industries of the United 
States and Europe. 

Mr. Roper is now in law practice in 
Washington, and continues to make his 
home there. He is a member of the 
well known firm of Roper, Hagerman, 
Hurrey & Parks, which specializes in 
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federal tax practice. In 1917 he wrote 
a book! “The United States Post 


Office,’’ which has taken its place as a 
standard work. Mr. Roper will not 
reach the 60-year mark until April 1, 
1927, and is in his prime. With his 
wealth of experience, his executive 
ability, and, in particular, his knowl- 
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edge of what accountants individually 
and through their professional organi- 
zations ate able to accomplish with 
relation to governmental and other 
public matters, he is a unique and in- 
fluential figure who should be an 
important factor in affairs in which the 
profession has a deep interest. 


A Practical Method of Ap portioning 


Income on Residuary Trusts 
(Continued from page 9) 


In the application of the English rule, 
each separate payment cannot prac- 
ticably be apportioned. Payments 
should be combined or grouped as of 
convenient dates, perhaps quarterly 
during the year, and apportionment 
made of the group total. The rate of 
income used should be the average rate 
for one year, ascertained by the applica- 
tion of ordinary arithmetical methods to 
the factors of the income-producing 
assets, income actually earned, and 
time. 


Massachusetts Law 


The law of Massachusetts is simple. 
All income accrued after death is given 
to: L. Treadwell) v2 ‘Cordis... ssGeay 
(Mass.) 341. This makes no attempt to 
confine the income to which L is en- 
titled, to income earned upon the 
residue. Yet the plainly expressed 
intent of the testator was that the resi- 
due should form the trust fund or prin- 
cipal and that L was to be entitled to 
the income on this residue or principal. 
The only practical justification of the 
Massachusetts rule, apart from the sim- 
plicity of its operation, is that the life 
tenant, L, usually is a person nearer to 
the testator than the remainderman, R, 
and thus the testator, if his attention 
had been called to it, might have given 
L this preference over R. But the stub- 
born fact remains that the testator 
didn’t give L this preference and courts 
should not attempt to make a new will 
for testator. It is understood that trust 
company practice in Massachusetts is 
not uniform but inclines toward the 
English law regardless of the rule laid 
down by the Massachusetts courts. 

In New York, the law ts difficult to 
determine, because several cases have 
laid down a rule and then proceeded to 
a solution completely at variance with 
ie. or example) the. vearly. case son 
Williamson y. Williamson, 6 Paige Ch. 


298 (1837), set forth a rule quite similar 
to that of Allhusen v. Whittell. Then 
in Matter of Benson, 96 N.Y. 499, the 
court cited the Williamson case with 
approval, said that, “‘It may be difficult 
to work out all these details, but with 
the aid of rules referred to in Williamson 
v. Williamson it will not be found im- 
possible,’” and then proceeded to hold 
that, ‘‘all the income of the estate, not 
otherwise disposed of, must be added to 
the residue!’’ As was said in the 
Harvard Law Review (Vol. 37, page 
252), If this means anything at all, it 
is something quite different from the 
tule in Williamson v. Williamson; it 
means that any income not disposed of 
by the express or implied terms of the 
will goes into the residue. This is 
straight capitalization and a complete 
victory for the remainderman.”’ 

In two later New York cases (Matter 
of Brokaw, 165 N.Y.S. 700, Matter of 
Brookfield, 109 Misc. 345,178 N.Y.S. 
681) it is difficult to determine pre- 
cisely what the court wants done, be- 
cause its language is not sufficiently 
exact. In view of the uncertainty of the 
New York law, the leading trust com- 
panies upon advice of counsel are fol- 
lowing approximately the English rule. 
It is to be hoped that before long some 
life tenant or remainderman will carry 
the matter again, if possible, to the 
Court of Appeals. 


Alluring Bypaths 


This discussion has been kept in the 
main highway of the chief point at 
issue, but there are many alluring by- 
paths. For example, why is a life ten- 
ant entitled to the intermediate income 
on a fund set apart to meet a con- 
tingent legacy? What about income 
from a fund set aside to meet a con- 


tingent annuity? Suppose the annuity 


is not contingent? Is there any differ- 
ence between charging an annuity on 


the residue and charging the cost of an 
annuity? Why is L entitled to the in- 
come zm specie on such portion of the 
residue as was actually invested at 
testator’s death in legal securities? 
What about income from a fund set 
apart to pay legacies which are not 
contingent but vested although not 
presently payable? 

Only a small portion of the subject 
has been come If one has a very 
large piece of bread and a very small 
piece of butter, if he attempts to spread 
the very small piece of butter over the 
very large piece of bread, no one can 
taste the butter at all, unless the butter 
is bad. 


MORRIS H: HOROWTEZ] Ca nea 
graduate of Pace Institute, New York, 
announces the removal of his office to 
286 Fifth Avenue, New York City, for 
the general practice of accountancy. 


SAMUEL W. LERER and JACK J. 
BIKALES announce the formation of a 
partnership for the general practice of 
accountancy and matters pertaining to 
federal and state taxes, with offices at 
1440 Broadway. Mr. Lerer is a graduate 
of Pace Institute. 


C. W. AMOS, C.P A a eeradeate ors 
Pace Institute, announces the removal 
of his offices to suite 1816, Munsey 
Building, Baltimore, Maryland. : 


Annual Graduation 


Exercises 
Pace Institute, New York 


bene annual graduation exet- 
cises of Pace Institute will be 
held this year at the Machinery 
Club, Hudson Terminal Building, 
50 Church Street, New York, on 
Saturday, November 13, at 8 P. M. 

The graduation address will be 
delivered by John T. Kennedy, 
LL.B., president, Benjamin Frank- 
lin University, Washington, D. C. 
The diplomas will be distributed 
by Homer S. Pace. Mrs. Harold 
A. Wythes will render several 
vocal selections, and Joe Meyer 
will lead the community singing. 
Music will be furnished by Cordes 
& Marks’ twelve-piece orchestra. 

An informal] reception and dance, 
under the auspices of The Pace 
Alumni Association, will follow 
the formal graduation exercises. 


VoL. XI 


Telling the Public 


F_PUCATIONAL work for the pur- 
pose of acquainting business men 
with the qualifications and scope of 
activity of certified public accountants 
has been undertaken during the past two 
years in a number of states. The Cali- 
fornia State Society of Certified Public 
Accountants a yeat ago planned and 
put into execution such a campaign, and 
“brought into action various agencies, 
including public speakers, the news- 
papers, periodicals,. and students in 
high schools and business colleges. 
i During the past year the Michigan 
Association of Certified Public Account- 
_ants has been carrying on a similar cam- 
paign through the columns of one busi- 
‘ness publication. The Society of Louis- 
Bice Certified Public Accountants is 
“now in the midst of a campaign of edu- 
‘cation, which includes the publication 
of a series of advertisements and of 
articles in newspapers. Several of the 
‘State organizations of certified public 
‘accountants have created educational 
and public affairs committees with 
‘somewhat similar objects in view. 
_ These efforts, when properly con- 
‘ducted, cannot help but be productive 
‘of worthwhile results that will be of 
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steat value to the profession of account- 
ancy. The excellent ideas evolved by 
the committees of the various state 
organizations which have this work in 
hand should be made available to the 
committees of other states. In this 
issue of The Pace Student there is pub- 
lished an account of the first articles 
and advertisements published in the 
Louisiana campaign, which present 
much material of interest and value to 
accountants everywhere. 

The whole movement is significant 
of the desire of the profession to make 
its work fully and accurately known to 
the business public; and particularly to 
clear up the misapprehensions that 
sometimes arise by reason of the at- 
tempted practice of accountancy by 
persons who have not properly quali- 
fied themselves for such work. 


Public Service 


O rapidly is the public accountant’s 

field of activities expanding that we 
now find him deeply engaged in unravel- 
ing the intricacies of international re- 
lations and in helping to formulate and 
Catry out policies, especially commer- 
cial policies, between two great re- 


publics. 
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In this issue of The Pace Student a de- 
scription is given of the invaluable 
service that one professional accountant 
is performing. William P. Field, who 
is the possessor of aC. P. A. designation 
from the State of California, went to 
Cuba not so many years ago, and by 
sheer force of personality and the worth 
of his services, won for himself in a 
short time so high a position in the 
estimation of business men of that 
republic that he is now consulted as a 
matter of course by the officials of the 
Republic of Cuba, with respect to mat- 
ters in which the United States ot 
America is concerned. 

By reason of the sound advice he has 
given, and because of his diplomatic 
handling of matters in which the Latin 
temperament plays a large part, Mr. 
Field has been able to be of real service 
to both republics. He has put the pro- 
fession of accountancy on a high plane 
in the Republic of Cuba, so far as Ameri- 
Can practitioners are concerned, and has 
improved commercial relations between 
the republics to an appreciable 
extent. 

The same opportunity to elevate the 
ptofession through public service pre- 
sents itself to public accountants every- 
where. 


Announcement—THE PACE STUDENT Discontinues 


| J ITH this issue, The Pace Student completes eleven 

jears of uninterrupted publication. During that time 
more than three thousand magazine pages of original ma- 
tertal on accountancy and related subjects have been given 
to its readers. This material printed in book form would 
amount to fifteen volumes, and would comfortably fill a 
three-foot bookshelf. 

And now, for good and sufficient reasons, the monthly 
publication of The Pace Student in its present form will 
cease. On or before the first of February next, a new publi- 
cation, to be known as The American Accountant, of 


double the size of The Pace Student and wider in Scope, 
will appear under the editorship of Homer S. Pace. Unex- 
pired subscriptions will be filled out by the new magazine. 
The Pace Student, in a different form and under a di ‘ferent 
name, will appear quarterly as a non-subscription magazine 
devoted to the interests of Pace Institute and its graduates. 

For the twelfth consecutive time, for the last time, The 
Pace Student wishes its readers a Happy Christmas and 
a Prosperous New Year. In succeeding holiday seasons 
the editor and his associates hope to greet you through the 
new medium—The American Accountant. 


William P. Field, President, American 
Chamber of Commerce in Cuba 
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HAT there are no limits to the 
field of activities in which public 
accountants may and do engage 
has been demonstrated frequently in the 
last decade. One of the illustrations of 
that fact is the career of William Put- 
nam Field, of Havana, Cuba. He pro- 
vides an outstanding example of what 
a practising accountant may do in the 
way of public service, in a sphere 
distinctly apart from accounting; of 
what a public minded accountant may 
accomplish in the way of valuable con- 
tributions to the business literature of 
his day; of what an able business ad- 
visor may perform in the interests not 
only of his own country, but of other 
countries as well. 


Got Early Start in Cuba 


Mr. Field many years ago estab- 
lished himself as a practicing public 
accountant in Havana, after several 
years of preparation and of work in this 
country. As a direct result of his 
locating in the Cuban capital, business 
relations between the two republics 
have been strengthened and developed; 
there has evidenced in both countries a 
willingness on the part of the business 
men to study their differences in an 
amicable spirit and to compromise and 
compose them in the interests of har- 
mony and expansion; each republic has 


been enabled to obtain a true estimate: 


of the other, and to gain a clear insight 
into business conditions and requite- 
ments. 

Seldom does it fall to the lot of a 
public accountant to be in a position 
to perform such valuable services to his 
Own country and at the same time to a 
foreign country, as have been rendered 
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by Mr. Field. While opportunities for 
public service by accountants are un- 
limited, few have found themselves so 
strategically placed as is Mr. Field—an 
American business counselor, leader, and 
guide, located in a country peopled by 
nationals of a different race and an- 
cestry, who are anxious to transact 
business with American firms. A 
resumé of what he has been able to 
accomplish in strengthening the busi- 
ness ties between these two nations in 
many respects the history of the com- 
mercial relations of these nations during 
the past decade. 

To Mr. Field has fallen the task of 
interpreting the United States to Cuba, 
a task made difficult by the differences in 
languages and customs of the two 
peoples, by the fact that a large per- 
centage of capital used in the industries 
of Cuba is supplied by foreigners, and by 
the fact that in many instances these 
industries are operated by foreigners, 
under laws enacted by the Cubans— 
laws which in many instances were 
little understood or the reasons for their 
enactment not appreciated by Ameri- 
cans and Englishmen and others who 
have money invested in Cuban property. 


Cuban-American Co-operation 


That business relations between Cuba 
and the United States have improved; 
that there is little friction; that Ameri- 
can business men and the United States 
government have a real conception of 
the problems and of.the customs of 
Cuba, her government, and her business 
men; that Cuban government officials, 
business men, and bankers have more 
than a superficial knowledge of Ameri- 


_ can business methods and needs—these 


‘tatified by the Senate. 


Biographical sketch of eminent accountant -» Early experi- 
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Contributions to literature 


Played important part in 
furthering Cuban-American business relations 
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and other satisfactory results are largely 
due to the effective work that Mr. 
Field has done. Those who come in 
contact with him are quick to recog- 
nize in this unassuming, quiet spoken 
man, real executive ability and a thor- 
ough knowledge of business and eco- 
nomics. - 

American business men in Cuba were 
not slow to make use of that ability; 
Mr. Field was quickly placed in posi- 
tions of responsibility, after taking up 
the professional practice of accounting 
in Cuba. He is serving his second 
term as president of the American 
Chamber of Commerce in Cuba; prior 
to that he had served as treasurer, and 
had performed signal service as a mem- 
ber of various committees of that 
organization. 


Isle of Pines Treaty 


On the American Chamber of Com- 
merce of Cuba were placed great 
responsibilities, while the destinies of 
the comparatively new Cuban govern- 
ment were being worked out, and its 
relations to the United States govern- 
ment were being defined and put on a 
working basis. It was the American 
Chamber of Commerce of Cuba that 
gave the final impetus to the Isle of 
Pines treaty, which had been before the 
United States Senate for nearly a quarter 
of a century, and which was finally 
Mr. Field 
was president of the American Chamber 
of Commerce of Cuba when that body 
organized its vigorous campaign in 
behalf of the treaty that brought to a 
conclusion years of negotiation and 
debate. 

These responsibilities and others were 


met and disposed of by Mr. Field and 
his associates in a tactful, business-like 
manner, largely as a result of his gen- 
eralship and planning. 

Mr. Field is a national councilor of 
the Chamber of Commerce of the 
United States, and when that body held 
its annual meeting last May he was 
asked to address it on ‘‘The Relation of 

Chambers of Commerce Abroad to 
United States and Foreign Govern- 
ments.’’ That address has been studied 

carefully by executives of the national 
chamber and by government officials, 
and is used as a text by students of 
association work and of foreign rela- 
tions. 

In preparing this speech, Mr. Field 
made a careful study of the preambles 
of the constitutions of a group of foreign 
chambers of commerce, and from them 
prepared a composite preamble. It 

embodied fourteen points and showed 

that all chambers of commerce abroad 
have among other objects the promo- 
tion and protection of trade, commerce, 
and shipping between the countries in 
which they are incorporated and the 
United States of America. Another 
unanimous opinion is that a foreign 
chamber of commerce should protect 
the intetests of its members abroad. 
There unanimity ceased. 


Purpose of Chamber 


Mr. Field pointed out that the Cuban 
Chamber of Commerce in the United 
States contributed a valuable thought 
to the composite preamble, as follows: 
~'To cooperate with the diplomatic and 
consular reptesentatives of the United 
States of America in the republic of 
Cuba in advancing commercial inter- 
course and friendly relations between 
the two countries and peoples.’’ Mr. 
Field emphasized the thought that this 
patagraph or a similar one should be 
the outstanding purpose of all chambers 
of commerce aga 

“The wording is particularly appro- 
ptiate,’’ he says, ‘‘in that it not He 
States Our major purpose, which is the 
development of international commer- 
cial intercourse, but lays stress on 
friendly relations, and at the same time 
teminds us that we are to cooperate 
with diplomatic and consular repre- 
sentatives of our country. In this short 
sentence, the entire story is told. We 
re to advance friendly relations and 
we are to cooperate with the represen- 
‘atives of our government. 

“The relations of the American 
-hamber of Commerce of Cuba with the 
vuban government have at all times 

‘een most friendly and cordial. 
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‘The Cuban government has always 
desired to know the point of view and 
the opinions of the chamber, as the 
organized representation in commer- 
cial matters of American citizens in 
Cuba, so that it might give its careful 
and sympathetic consideration to all 
questions affecting their economic in- 


Witutam P. Frezp, C.P.A. 


President, American Chamber of Commerce 
in Cuba 


terests. The fact that there is in Cuba 
an American Chamber of Commerce 
which fully represents the interests of 
the Americans who are engaged in 
commerce and business there, is a mat- 
ter of great satisfaction to the Govern- 
ment, which has welcomed the growth 
of the Chamber and the intensification 
of its activities.”’ 

These paragraphs might almost be 
taken as Mr. Field’s creed in his 
public service and chamber of commerce 
work. 


Congratulations of Cuban 
President 


Gerardo Machado, president of the 
Republic of Cuba, cabled Mr. Field his 
hearty congratulations and ‘‘most ex- 
pressive thanks’’ for this speech. He 
sent also his affectionate greetings. Dr. 
Pedro Pablo Kohly, president of the 
Economic Corporations of Cuba, also 
cabled congratulations to Mr. Field at 
the time this speech was made, saying: 
“I hope that your hearers will be our 
best allies in maintaining and increas- 
ing the commercial relations that unite 
and tighten the friendship of our 
countries.”’ 
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President Carlos Arnoldson, of the 
Cuban Chamber of Commerce, cabled 
that his organization was in perfect 
accord with the ideas expressed by Mr. 
Field, adding: ‘‘We do not doubt but 
that the American people with com- 
mercial elements to the fore, will dem- 
onstrate its friendship toward Cuba, 
making it permanently prosperous by 
means of equitable commercial rela- 
tions adaptable to the special fertility 
of our land and to the great amount of 
capital invested in its sugar industry, in 
the same manner as in other times it 
cooperated in its political independ- 
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ence. 


Abatement of Taxation 


The American Chamber of Commerce 
of Cuba during Mr. Field’s first term 
also made representations to the United 
States government with respect to the 
abatement of taxation of income of 
American citizens earned abroad, while 
they were residing abroad. The Ameri- 
can Chamber of Commerce of Cuba 
conducted an extensive campaign with 
respect to this matter, and the abate- 
ment of taxation of such foreign earned 
income is believed to have been due in 
large measure to the work done by Mr. 
Field and his associates. 

The development of commercial arbi- 
tration in Cuba has been expedited by 
Mr. Field’s endorsement of that move- 
ment. The Cuban government and 
business men, Mr. Foster reports, have 
made great progress in the introduction 
of commercial arbitration. 


A Frequent New York Visitor 


Mr. Field visits the United States 
frequently, and while in New York is 
usually called upon to present to busi- 
hess men informal reports as to recent 
developments in the Republic of Cuba. 


Mr. Field is a native of New York 
state. He was born at Scriba Corners, 
August 27, 1871, the son of Major 
Putnam Field and Kate M. Burt. He 
had a high school education at Oswego, 
N. Y., and his first efforts at business 
were as a salesman for wholesale hard- 
wate and machinery houses of San 
Francisco, and of several Mexican cities. 
He later served as an accountant and 
cashier with a life insurance company 
in New York. He won a certified 
public accountant designation in Cali- 
fornia, his certificate bearing the date 
of April 10, 1918. He is a member of 
the American Institute of Accountants 


(Continued on page 16) 


- Accountants’ Committee, American 
Arbitration Association, Reports 
Interesting Activities and Progress 


PRYSE GOODWIN, chairman of 
J the Accountants’ Committee of the 
e American Arbitration Association, 
has distributed to the members of his 
committee a calendar of activities from 
the period from the organization of the 
new committee on September 16 to and 
including October 31. It is a prelimt- 
nary report, and the chairman has called 
for a complete report from his sub-com- 
mittee chairmen for the period ending 
November 30. 

Mr. Goodwin requests members of 
the Accountants’ Committee to keep 
calendars of their progress in com- 
mercial arbitration work. 

The preliminary report includes the 
following items: 

September 16th. Organization meeting 
of Accountants’ Committee held at Up- 
town Club, New York. Officers elected, 
Plan of Organization of Members and 
Assignment of Duties adopted. 

September 20th. Address on “'Arbitra- 
tion,’’ delivered by J. Pryse Goodwin 
before Chamber of Commerce of Stam- 
ford, Connecticut. Later, resolution 
passed by Executive Committee endors- 
ing (a) policy of arbitration, (b) 
affiliation with the American Arbitra- 
tion Association, and (c) legislation on 
arbitration for state of Connecticut. 

September 21st. Adjourned meeting of 
Accountants’ Committee, for conven- 
ience of out-of-town members, held at 
annual convention of American Insti- 
tute of Accountants at Atlantic City, by 
courtesy of the Institute and of the 
Society of C. P. A’s of New Jersey. 

September 24th. Address on ‘‘Arbitra- 
tion and Business Efficiency,’’ delivered 
by the Hon. Moses H. Grossman, 
honorary-president, before the Amert- 
can Society of C. P. A’s at its Fifth 
Annual Convention, held at Wardman 
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J. Pryse GoopwiNn 


Chairman of the Accountants’ Committee 
American Arbitration Association 


Park Hotel, Washington, D. C., as 
arranged by Homer A. Dunn and Chas. 
Hecht, the Society's representatives on 
Accountants’ Committee. Supplemen- 


tary address on “‘Arbitration, a Func- 


tion of the Public Accountant,’* de- 
livered by J. Pryse Goodwin before the 
same convention. 

Consideration is now being given to 
the circulation of Judge Grossman's 
address to all C. P. A’s in the country, 
and Homer A. Dunn has volunteered to 
pay the cost of mailing. 

The above address was featured in the 
program of the convention as published 
in the September and October issues of 
the Certified Public Accountant. 


J. Prysz Goopwin, Chairman, in detailed preliminary 
report shows great strides have been made by the 
Accountants’ Committee 2» Publicity and educational 
programs of accountants well under way 
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October rst. Report on organization 
meeting of Accountants’ Committee, 
and on its Plan of Organization and 
Assignment of Duties published in The 
Pace Student. 

October rith. Request made by S. 
Earl Shook, president of Connecticut 
Society of C. P. A’s, to the American 
Arbitration Association for forms of 
resolution (a) for affiliation with the 
Association, (b) for fostering legisla- 
tion on arbitration; both to be pre- 
sented at next meeting of that Society's. 
board of directors. 

October 15th. Report on organization 
meeting of Accountants’ Committee, 
and on its Plan of Organization and 
Assignment of Duties published in 
Bulletin of American Institute of Ac- 
countants. 

October 21st. Suggested by J. Hugh 
Jackson, member, and approved by 
John T. Madden, chairman of Sub-com- 
mittee of Educators in Accountancy, 
that the ‘‘American Association of 
University Instructors in Accounting’ 
be added to group of national account- 
ancy organizations represented on Ac- 
countants’ Committee, and be repre- 
sented by President Edward J. Filbey, 
School of Commerce, University of 
Illinois, and Secretary-Treasurer How- 
ard C. Greer, School of Commerce, Ohio: 
State University; nominations made by 
Chairman and invitations to serve issued 
by the American Arbitration Associa~ 
tion. : 

Reported by Stuart C. McLeod, secte- 
tary of National Association of Cost 
Accountants, that appointment of C. M. 
Finney and Clinton H. Scovell as repre- 
sentatives of the Association on the 
Accountants’ Committee was confirmed 
at meeting of Board of Directors held 
this day. | 


Reported by Arthur R. Tucker, asso- 
cate editor of The Pace Student, that 
-he Colorado Society of C. P. A’s, by 
esolution passed at its annual meeting, 
lecided to place commercial arbitration 
mn its program of activities for coming 
ear, and that the Society expects to 
romote the general use of arbitration 
nd to sponsor arbitration laws in 
olorado. 

October 28th. Reported by John Watt, 
hairman of Committee on Arrange- 
nents of American Institute of Ac- 
ountants for its regional meeting com- 
rising Indiana, Ohio, Michigan, West 
irginia, and the western sections of 
ennsylvania and New York, that the 
ommittee has decided to include in the 
rogram of its meeting, to be held at 
ittsburgh in November, an address on 
rbitration; the speaker to be selected 
y American Institute of Accountants. 
October 31st. James Frederick White, 
lairman of Committee on ‘‘Arbitra- 
on”’ of the New York State Society of 
. P. A’s, reports on formation of com- 
ittee comprising nineteen members 
tively working through sub-com- 
ittees: 
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To furnish public speakers on ‘‘Arbi- 
tration’’: 


> 
To report on qualifications and avail- 
ability of members: as arbitrators; 
To enlist members to join the Asso- 
Clation; 
To interest the Credit Men’s Associa- 
tion; and 
To cooperate with the Association. 
James F. Hughes, president of the 
Society of C. P. A’s of State of New 
Jetsey, reports that its December meet- 
ing will be devoted to the subject of 
“Arbitration.”’ 


The monthly report of the American 
Arbitration Association announces that 
the American Society of Certified Public 
Accountants, the La Salle Extension 
University, and Robert H. Montgomery 
have each contributed a sum of $350 to 
be used for the study of arbitration in 
relation to financial institutions; the 
study to be made by the American In- 
stitute of Banking—a section of the 
American Bankers’ Association—in col- 
laboration with the American Arbitra- 
tion Association and its Accountants’ 
Committee. 


Janiel J. Hennessy, Assistant 
to the Controller, Philadelphia Co. 


“HE upward climb that almost in- 
- evitably is made by the youth who 
es to the trouble of preparing him- 
If by study and practice, for the more 
sponsible positions in the activities of 
nerican business, is again exemplified 
the rapid rise of Daniel J. Hennessy, 
10 is now assistant to the controller 
the Philadelphia Company and 
Uliated corporations, and who serves 
important capacities on committees 
two national organizations. 
Mr. Hennessy was born in Ireland, 
t obtained his preliminary schooling 
the grammar and high schools of 
00kline, Mass. While attending 
1001, he worked in the post office, and 
ien his public school days were over, 
obtained employment as an office 
y with the Massachusetts Electric 
mpanies. This gave him a start in 
» public utility field. It was not long 
ore he was promoted to the office of 
master Pd: receiver of conductors’ 
urns for the Salem division of the 
w Hampshire Electric Railways. 
ring this period he attended the Pace 


School in Boston. 

The knowledge of accountancy and 
business administration that he gained 
equipped him for a position with the 
Stone and Webster Management Asso- 
ciation. He became a clerk in the 
treasurer's office, and soon was sent to 
Dallas, Texas, as chief clerk in the ac- 
counting department of the Street Rail- 
ways and Electric Light Companies 
operated by Stone and Webster in that 
city. Promotion was not long delayed, 
and he became secretary of the Rapid 
Transit Railway Company of Dallas. 
Later he was transferred to El Paso as 
assistant treasurer of the El Paso Elec- 
tric Railway Company, of the Rio 
Grande Valley Traction Company, and 
of the El Paso and Juarez Traction 
Company. In this position he was in 
charge of the local finance and account- 
ing of these companies. 

Leaving the public utilities field, he 
Spent some time in making special 
investigations and performing tax work 
in the southwest. During this period 
he examined the books of the Mexican 
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branch of an American corporation for 
tax purposes. All of these records were 
kept in Spanish. In 1922 Mr. Hennessy 
became connected with the Philadelphia 


DANIEL J. Hennessy 


Company and Affiliated Corporations, 
and as assistant to controller, he in- 
stalled the construction, Operating, and 
cost budget system in use by all the 
affiliated companies. 

Mr. Hennessy is a member of the 
Advisory Committee on Budget of the 
National Electric Light Association, 
and is a member of the Tax and Cost 
Accounting Committee of the National 
Coal Association. He is a member also 
of the National Association of Cost 
Accountants. 

When the Philadelphia Company 
organized a course in public utility 
administration in the downtown divi- 
sion of the University of Pittsburgh, a 
course sponsored jointly by the Phila- 
delphia Company and the University of 
Pittsburgh for discussion and study of 
practical public utility administration 
problems, Mr. Hennessy was made a 
member of the committee to determine 
the scope of the course. He was asso- 
ciated in this work with Dr. Louis K. 
Manley, dean of the School of Business 
Administration; Dr. Charles Reitel, 
head of the Department of Accounting, 
of the University of Pittsburgh; and 
W. F. Baum, educational director, 
Philadelphia Company. 

Mr. Hennessy was designated as one 
of the instructors for the new course, 
and the subject of public utility ac- 
counting was  Gaidee to him. 


Henry C. Bohack—Merchant 


each vear 


OMEONE aptly has said that the 
S United States is a nation of organ- 

izations; that we are a nation of 
‘joiners’; that we are prone to get 
together very often at lunch to listen to 
speakers declaim on subjects of the day, 
usually pertaining to business. The 
soundness of that comment is illustrated 
in no better way than by observing 
what has been and is being accom- 
plished daily by organization; and no 
better illustration could be asked than 
that afforded by the success of the chain- 
store idea. 


The Chain Store 


When one says “‘chain store’ in the 
City of New York one usually says in 
the same breath, ‘‘Bohack,”’ and this is 
an involuntary tribute to a man of 
German birth and parentage who began 
his career in this country as a grocery 
clerk at $7.00 a month, and who now 
owns, controls and actively directs a 
business in which $20,000,000 a year is 
taken in in cash. 


Method, good organization, thrift, 


and sound business judgment enter into 
the steady rise of Henry C. Bohack. To 
accountants the story of his success is of 
particular interest because of the prin- 
ciples of organization which lie back of 
it, and which enable him successfully to 
make a substantial profit from the 
operation of the 348 stores in his chain, 
in New York and Long Island. 

Then, too, there is the distinct 
economic service that this thrifty and 
competent business man is performing 
for the American public, a service which 
is of particular interest to accountants 
because of their constant studies of the 
economics of business. To Mr. Bohack 
probably in as large measure as to any 
other individual must be given the 
credit for having converted the Ameri- 
can people from a credit system of buy- 
ing Be stuffs—necessaries—to the cash 
and carry basis, a change that many 
economists believe has been an impor- 
tant factor in the continued and grow- 
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ERE is a man who retired, rich, 

at thirty-five years of age, as the 

owner of a chain of grocery and pro- 

vision stores; would not stand idle- 

ness, came back and built a larger 
business. “‘Work was the best fun.”’ 


He saved money on a wage of $7 a 
month, and made his start in business 
for himself by using his small savings. 
These are the simple principles he 
has evolved: 
Buy for cash, taking discounts. 
Buy in large quantities. 


Sell for cash. 

Take small profits. 

Study your customers’ needs and 
wants. 

Keep stores and stocks neat and 
clean. 

Treat all customers alike. 

Choose as locations for stores, 
neighborhoods in which many baby 
carriages are found. 

Take capable and ambitious em- 
ployees into partnership. 

Use newest and best equipment. 


—Tue Epiror. 


ing prosperity of hundreds of thousands 
of American families. 

Mr. Bohack’s story begins back in 
1882, when the seventeen year old boy, 
round faced and yellow haired, one of a 
large Hanover family, landed at Castle 
Garden, with less than nothing at all 
on which to start seeking his eae 
since he had borrowed even his passage 
money. Neither could he sprecken a 
word of English. 

Thanks to the man who had paid his 
passage, he immediately secured a posi- 
tion in a small grocery, where he rose at 
4, clerked all day,-and slept in the back 
room; then when the place closed on 
Sunday afternoon, he seized the oppor- 
unity to give it a thorough cleaning. 
Young Heinrich had a-hungry mind, 
and as each customer would point to 
what she wanted on the shelves, and 
pronounce its name, he would repeat it 
after her. ‘‘Ach, yess, coff-ee.’’ How 
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Biographical sketch of the preszdent of one of our 
leading chain-store organixations 
at $7 a month —now has $20,000,000 cash intake 
22 By ALLEN CHAFFEE 


Started 
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he enjoyed meeting people over the 
counter, and learning their needs! 

But his employer was not progressive, 
nor would he give his clerk any appre- 
ciable advancement. It was econ 
not surprising that the ambitious young 
man, who incredibly had managed to 
save a part of his earnings, was ready, 
three years later, to enter into a partner- 
ship with someone else. With the 
brother of the girl he was about to 
matty he opened a new store, and at 
first, when it was hard going, the young 
wife thriftily boarded the clerks, so 
that, what with everything put to- 
gether, the partners were soon able to 
open a second store. , 


Cash and Carry 


Mr. Bohack’s old employer had al- 
ways been in difficulty because of his 
credit relations, and the partners de- 
cided to conduct everything on a cash 
basis. The cash and carry system 
naturally enabled them to sell at 
slightly lower prices, though without 
‘‘cutting’’ in the usual sense. That wat 
one thing that kept their trade growing 
lustily. 

Then Mr. Bohack so enjoyed having 
everything neat and shining, he s¢ 
reveled in working out a time and labo: 
saving system, and above all, he becam 
so thoroughly acquainted with thi 
preferences of his customers, that the} 
stuck by him even when rival gro 
ceries wete opened a few blocks neare 
to whete they lived. _ 

“One thing,’’ declares Mr. Bohack 
“if a little girl came when her mam 
was too busy, I was careful to take he 
in her turn, and not keep her waiting 
Then she'd like to come there nex 
time.”’ | 

As the firm came to have mot 
capital, it would cast about for” 
neighborhood in which one could see 
good many baby carriages, and thet 
open a new store. And as Mr. Bohac 
found his clerks efficient and am 
bitious for advancement, he woul 


invite them to run these stores on a 
fifty-fifty basis. 

That system he employs to this day, 
which may be one reason why his men 
stay with him. 

“T never let a good man go,’’ de- 
clares Mr. Bohack. ‘‘If he is worth 
more money to someone else, he is to 
me. And I ask my managers to run the 
branch stores as if they were their own. 
I still have many of the same men I 
started with. ‘Wouldn’t you like to do 
this, Sam?’ That is the only way I 
give orders.”’ 

In time the company came to buy in 
huge quantities, securing excellent 
credit, and meeting obligations with 
prompt exactitude. 


Efficiency Methods 


During the quieter hours in the stores, 
Mr. Bohack would have rice and sugar 
and various goods weighed out and 
packed, and to those to whom this 
method was new, he promised their 
money back if ever they found a pack- 
age underweight. 

The newest equipment he always 
found paid for itself many times over. 

To the original groceries he added 
meats, fish, and a pork packing plant, 
bakery and delicatessen, and, finally, a 
restaurant department. 

When he found customers going 
regularly to some other store for coffee, 
he imported a good brand and offered 
quarter pounds to demonstrate it was 
equally satisfactory, at a lower price. 

When customers moved to a new 
neighborhood, Mr. Bohack asked them 
if that neighborhood needed a good 
grocery. 

There was a main store at 1291 
Broadway (Brooklyn) and a network of 
branch stores. In a short time there 
was $3,000 a year coming in from each 
store, and the company incorporated 
for $200,000. When Mr. . Bohack 
reached his thirty-fifth birthday he was 
able to retire, and made his long antici- 
pated pilgrimage to the old country, 
where he paid off his father’s debts, 

layed fairy godfather to a number of 
Ris kinfolk, and settled down in a 
charming villa. 

But he was still a young man, in full 
vigor, and he came to realize that for 
him work was the best fun, after all. 
He returned to America. 

By 1913 there were thirty-five stores, 
and the company SoS ia for two 
million, and soon after for five million 
dollars. In thirteen years it has 
quadrupled that figure. A filling sta- 
tion has been added, the coffee plant 
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daily roasts 34,000 pounds, and rich 

people come to buy in their automo- 

biles. 
When a new store is opened, several 


thousand invitations are mailed to the © 


people who live in that zone, and be- 
hold, a clientele is established on open- 
ing day. 

Mr. Bohack has made at least twenty- 
seven trips across the Atlantic. 

He buys by schedule, has each class 
of goods conveniently assembled, so 
that each warehouse man can fill the 
order on his department by walking no 
farther than the length of one large 
room; and for every class of produce, 
there is one record card bearing, when 
completed, the date and the hour when 
goods were needed, the hour delivered, 
the cost, the selling price, and every- 
thing else that would facilitate a rapid 
and accurate movement of stock. 

A three-spur railway siding serves 
the Bohack warehouse; a fleet of trucks 
makes possible rapid distribution of 
supplies to the stores, on requisition. 
The meats are transported under re- 
frigeration. The warehouse is but one 
story high, the idea being to have no 
waiting for elevators anywhere about 
the plant. But the building reaches out 
over an eight acre plot of ground. 

Assisting Mr. Bohack in the control 


of the vast organization he has built 


up is a Pace Institute man, William E. 
Rae. In the capacity of controller he 
aids Mr. Bohack in planning the details 
of operation of the system of stores and 
warehouses, makes the budgets, watches 
the indicators of the business, plans the 
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financial controls and supervises their 
administration. Mr. Bohack gives high 
praise to the work that Mr. Rae is 
performing. 

It is Mr. Bohack’s ambition now to 
make his chain store system the largest 
in the United States. Accountants and 
other experts in business principles 
believe he is in a fair way to realize his 
ambition, with the continued applica- 
tion of his common sense rules and 
principles of organization. 


Electricety 2s Our 
Cheapest Luxury 


S a result of a survey made by ‘‘Elec- 
‘ trical Merchandising,’’ the state- 
ment is made that the average yearly 
bill for electric current in the home is 
$27.89, a little more than $2 a month. 
This expenditure is described as one of 
the biggest bargains in the family’s 
average budget, yielding more in com- 
fort, happiness and satisfaction than 
can be bought for the same sum ex- 
pended in any other way. This expen- 
diture is compared with the cost of 
various forms of amusement and enter- 
tainment outside the home. 


K. K. WIDEMAN, who graduated 
from Pace Institute, Boston, was suc- 
cessful in passing the May, 1926, Ohio 
C.P.A. examination. 

ARTHUR E. FOX, a former student 
at Pace Institute, successfully passed: 
the May, 1926, New York State C.P.A 


examinations. 


PACE ALUMNI ASSOCIA TION 


ALBERT OTTINGER, attorney general of the State of New York, 
will be the guest of honor and speaker at the next regular 
monthly meeting of the Pace Alumni Association. 


Mr. Ottinger, before he took his present office, served as a state 
senator and as assistant attorney general of the United States. 


The meeting will be held at the Machinery Club of New York, 
50 Church Street, on Saturday, January 15, at 1:30 P. M. Songs by 
Joe Myer. Music by Cordes & Marks. Your check for $1.65 sent 


today will reserve your place. 


Bring a guest! 


F. M. ScHaEBERLE, Executive Secretary, 30 Church Street, New York 


What Is a Cenmines Public Accountant? 
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(Ge public accountants of 
Louisiana have given to the bust- 
ness men of their territory one of 
the most comprehensive definitions of a 
certified public accountant that have 
ever appeared in print. 

The definition was prepared by a 
special committee of the Society of 
Louisiana Certified Public Accountants, 
which has in charge the preparation of 
material for an educational campaign 
that is being conducted by the Society. 
The committee is composed of President 
Curtis F. Scott, Henry J. Miller and 
Secretary George A. Treadwell. 


Definition 


The definition of a certified public 
accountant by this committee appeared 
in a statement which was published in 
The Times-Picayune of New Orleans, La. 
It reads as follows: 

‘““A person who is skilled in the 
knowledge, science and practice of ac- 
counting; who has a broad general 
knowledge of business; who is able to 
solve the. most abstruse and difficult 
problems that arise in any branch of 
accounting; who can properly prepare 
reports of audits, balance sheets, and 
other financial and related statements, 
exhibits, schedules, or reports which are 
to be used for publication or credit pur- 
poses or are to be filed with a court of 
law or any other governmental agency, 
or for any other pee who is com- 
petent to render professional assistance 
in any and all matters relating to ac- 
counting procedure and the recording, 
presentation and certification of finan- 
cial facts; and who has received from 
the State Board of Certified Public 
Accountants a certificate of his or her 
qualifications to practice, is a certified 
public accountant.” 

Following the definition of a certi- 
fined public accountant, the statement 
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part of state-wide program of education 


{| 'HE definition given by certified 
public accountants in the state 
of Louisiana, as presented in this 


article, is interesting and illuminat- 


ing. Is it subject to just criticism? 
Who can improve on it? Give us 
your ideas. —Tue Eprror 


issued by the Louisiana Society reads: 

“The moral qualifications called for 
age high. The certified public account- 
ant’s sole duty to his client and the 
public is to disclose to him or for him 
the truth and nothing but the truth. 
No legal quibbling will save him from 
moral condemnation if he fails in his 
duty. No juggling with words and 
phrases will absolve him from respon- 
sibility for results which he has reasons 
to believe are not what they seem to be 
ot which, having regard to his special 
training in business affairs and the 
accounts relating thereto, he ought to 
have known did not represent the facts. 


“The Society of Louisiana Certified 
Public Accountants cooperates with the 
state board in maintaining a high pro- 
fessional responsibility and standard. 
It has its own rules and regulations 
governing the conduct of its members 
who are held to strict accountability 
for the services they render the public. 
The responsibility of members of this 
society is therefore douby vouched for 
because they are held to account both 
under the laws of the state of Louisiana 
and the rules and by-laws of this city 
for any incompetent or unprofessional 
conduct. 

“The certified public accountant has 
a wide range of activity. 

‘‘He ascertains the financial condi- 
tions and earnings of enterprises for 
proprietors, executives, banks and in- 
vestors. 


Louisiana C. P. A’s prepare definition 2» Given 
wide publicity in newspapers 27 Concezved as 
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‘He discloses fraud and mismanage- 
ment. | 

“He assists in bankruptcy and re- 
ceivership proceedings, estate settle- 
ments, and reorganizations of various 
kinds. 

“He organizes accounts and installs 
accounting systems for all kinds of 
bodies. 

“He conducts investigations for in- 
tending purchasers and for govern- 
mental bodies. 4 ’ 

“He acts in a consultatory capacity 
with respect to the business policy of 
his client, both as to internal and ex- 
ternal matters. 

“He assists in the preparation of 
federal tax, returns, claims, etc., in 
conformity with the law and regula- 
tions. 


Board of Tax Appeals 


Requirement 


“The United States Board of Tax 
Appeals admits to practice before it 
only those persons whose qualifications 
meet the requirements pean by — 
state authority for certified public ac- 
countants or attorneys at law. In this © 
conriection the chairman of the Board of © 
Tax Appeals in a letter to the State | 
Board of Certified Public Accountants of 
Louisiana, says: “The Board of Tax 
Appeals is charged by law to make | 
findings of fact which shall be prima — 
facie evidence of the facts in any given 
case in any judicial proceedings. The 
board must and does function the same | 
as a court. The commissioner is tepre- — 
sented by competent counsel and tax- | 
payers appearing before it should also | 
be represented by competent counsel.’ ’’ | 

The whole statement, including the | 
definition, appeared on the weekly | 
business review page of the newspaper, | 
and on the same page was cabled! an 
advertisement prepared by the Society | 


as A ate a 


of Louisiana Certified Public Account- 
ants which reads as follows: 

/ tHE CERTIFIED PUBLIC AC- 
COUNTANT’S duty to his client is to 
disclose to him ‘the truth and nothing 
but the truth.’ No juggling of words, 
no legal quibbling will save him if he 
fails. His training in business affairs 
and the accounts relating thereto qual- 
ify him to properly present statements of 
fact.’ The advertisement bore the 
signature of the Society of Louisiana 
Certified Public Accountants. 

_ Arrangements have been made by the 
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Louisiana Society for a series of adver- 
tisements and of articles, the purpose of 
which is to inform the business, finan- 
cial, and professional public as to what 
aC. P. A. is and as to his qualifications 
and the scope of his work. 

The whole effort represents one of the 
most ambitious tasks ever undertaken 
by a state-wide organization of certified 
public accountants. The results of the 
educational campaign will be watched 
with interest. Educational campaigns 
have been undertaken in various states, 
including California and Michigan. 


Attorney General Ottinger to 
Address Pace Alumni 


“| Se ae luncheon meeting of the 
Pace Alumni Association, which 
will be held at the Machinery Club, 50 
Church Street, at 1:30 p. m., January 
15th, will be noteworthy in that the 
guest of honor and speaker will be 
Attorney General Albert Ottinger. 


Mr. Ottinger’s record as a public 
officer includes many accomplishments 
that are of exceptional interest to ac- 
countants. The virtual suppression in 
~New York State of the wholesale 
swindling of investors is one accom- 
plishment to which his friends point 
with pride. His vigorous prosecutions 
under the Martin Law, known as the 
“Blue Sky Act,’’ have resulted in 
several convictions and in the suppres- 
_ sion of many of the boldly conceived 
schemes for mulcting the public. 


When Mr. Ottinger took office on 
January 1, 1925, stock swindles were 
netting the hundreds of crooked stock 
promoters operating in New York 
State about $500,000,000 a year. The 
annual pilferings through these fraud- 
ulent stock promotions have been cut 
to'a small fraction of that half billion 
total. Mr. Ottinger’s activities in- 
cluded a series of drives against the 
“bucket shops,’ and as a result hun- 
dreds of these offices were closed. More 
than 5,000 investigations were made in 
the various judicial districts of the 
State. His anti-stock fraud activities 
extended into nearly every county of 
the State. 


Mr. Ottinger was the only Republi- 
can on the State ticket elected in the 
recent election. Mr. Ottinger came to 
the attorney generalship from the State 
Senate, where he had served with dis- 


tinction. He also served as Assistant 
Attorney General of the United States 
through a period of three years. He is 
known as an industrious worker, and 


Honorasie ALBERT -OTTINGER 
Attorney General State of New York 


during the past year made a number of 
investigations of alleged food combines. 

From the wealth of experience and 
the resultant insight into affairs of 
State that Mr. Ottinger has gained, 
particularly with reference to financial 
transactions, he will have a message 
of outstanding interest to present to 
the members of the Alumni Association. 

Special music and other. entertain- 
ment features are promised by the 
officers. 


9 
Day School Field Trips 


N Friday, October 8, two day- 

school groups of students with Mr. 
Myer and Mr. Clark, visited the Ford 
assembly and shipping plant at Kearny, 
New Jersey. This trip proved of spe- 
cial interest because of the large scale 
production methods in use throughout 
the factory. Cars seemed to turn out 
endlessly, almost to the number of 600 
a day. The parts and accessories of 
many cars are packed in cases and 
shipped overseas. The students were 
given first-hand demonstrations in all 
work processes, including enameling, 
painting, body-building, assembling, 
etc. 

The New York Curb Market on 
Church Street was visited by a group of — 
day school students on October 15. 
Trading operations on the floor, execu- 
tion of orders, delivery. of stock, and 
other matters were explained to the 
BoD 
Fifty students with Mr. Myer and 
Mr. Clark spent a profitable afternoon 
at the Business Show on October 19. 
The most recent types of bookkeeping 
machines and other mechanical devices 
were studied. About 500 students of 
the night school attended the Business 
Show throughout the week. 


American Institute 


Elects New Members 


[Piece WILLIAM H. WEST of 
the American Institute of Account- 
ants, 1n accordance with the recom- 
mendations of the Board of Examiners 
of that body, and after election by the 
Council of the Institute, has declared 
elected as of November 5th the follow- 
ing applicants for admission to the 
Institute: 
For Advancement to Membership: 
William Raymond Donaldson, New 
York 
George Rowland Hill, 
City, Indiana 
Lewis Arthur Oates, Miami 
Frederick Cornelius Wandmacher, 
New York 
For Admission as Members: 
Harry Priest Burlingame, St. Louis 
Goodwin Price Graham, Washington 
Joel Acker Rogers, Jackson . 
Emil Henry Schwagmeyer, Chicago 
Howard G. Slagle, Cleveland 
For Admission as Associates: 
Darcy Robert Bonner, Dallas 
Alfred Leslie Crampton Chalk, San 
Francisco 
Raymond Myer, Waukegan, III. 


Michigan 


Pace Institute Graduates 132 Members 
of Class of 1926 


class of Pace Institute was grad- 

uated and received diplomas at 
exercises held November 13th in the 
Machinery Club, 50 Church Street, 
- New York. The graduating class num- 
bered 132. Garbed in black gowns, 
the members presented an inspiring 
sight as they marched in, two abreast, 
promptly at 8 o'clock, and took their 
places on the platform. 


Homer S. Pace presided at the gradua- 
tion exercises. The program opened 
with the singing of “‘America,’’ after 
which ‘greetings wete extended to the 
graduates by Alfred F. Upson of the 
faculty of Pace Institute. After a song 
by Jessica Whiteman Wythes, the ad- 
dress of the evening was delivered by 
John T. Kennedy, of Washington, D.C., 
president of Benjamin Franklin Uni- 
versity. The certificates of graduation 
were awatded by Mr. Pace. 


I: the presence of 850 guests, the 1926 


Alumni Prize 


President Arthur S. Swenson, of the 
Pace Alumni Association, presented a 


prize of $25.00 in gold to John J. Wenz, 
for the best scholastic record attained by 
any member of the class during the 
course. Of a possible 107 gradings, Mr. 
Wenz received 100 marks of ‘‘Excel- 
lent,”’ and the remaining seven were 
““Good.’’ He missed but ten class ses- 
sions during the entire course, and was 
never tardy. 


Honorable mentions .1n this competi- 
tion were awarded to Arthur R. 
Keeler, Juan R. Ossandon, Raymond G. 
Ankers, Harry Merdinger, and Fred- 
erick William Voll, Jr. 


Frederick M. Schaeberle and Charles 
T. Bryan presented the Institute prizes 
as follows: 


For best standings in the final ex- 
aminations: Mamie J. Feingold, 94% 
per cent., $40; Joseph J. Brady, 933% 
per cent., $20; Harry Merdinger, 93 
per cent., $10; William Wagner, 92 per 
cent., $10. Honorable mention was 
given to Raymond F. Gehan, 91% per 
cent.; Gustav O. Lienhard, 91 per 
cent.; Milton B. Braun, 9114 per cent.; 
Murray Kunin, 90% per cent.; Samuel 


Record class is graduated at Machinery Club 2» Address 
by JoHN T. KENNEDY, President, Benjamin Franklin 
University 2» Alumni and Institute prizes distributed 2 


Gross, 90% per cent.; Alvin Randolph 
Jennings, 89% per cent. 


Brady's Thesis Best 


The prize for the best 1926 thesis, 
$30 in gold, was awarded to Joseph J. 
Brady. His subject was “Index Num- 
bers—Their Construction and Use.” 
Second prize, $20 in gold, went to 
James Jerome Corbett; subject, ““Ac- 
counting Procedure for a Garage and 
Auto Rental Service.” | Third prize, 
$10 in gold, went to Raymond F. 
Gehan; subject, “Cooperative Cruise 
Accounting.”’ 

Honorable mention in this competi- 
tion was given to Morris L. Cook, 
Juan R. Ossandon, Raymond A. Weath- 
erby, Alvin Randolph Jennings, Ray- 
mond G. Ankers, John Dowd, Alfred 
Solomon Friedman, Thomas J. Crean, 
Christian C. Tauber, and Leonard 
Brownstein. 

The exercises closed with the singing 
of the ‘Star Spangled Banner.”’ Joseph 
C. Myer was song leader. An informal 
reception and dance under the direction 
of the Pace Alumni Association fol- 
lowed. 


Graduates of Pace Institute, Class of '26 


Charles Adams 
Raymond G. Ankers 
J. Alvin Bakelaar 
Jacob F. Baldes 
Max J. Barbash 
Joseph J. Bauman 
William Paul Baurle 
James A. Beattie 
Louis Berkowitz 
Joseph J. Brady 
Milton B. Braun 
Benjamin Bring 
Leonard Brownstein 
Alfred T. Bull 

Louis Albert Burn 
Herbert T. Carlson 
P. Henry Cascio 

G. Harvey Caughey 
John Marshall Cederholm 


IO 


Isidore Chabad 
William A. Collins 
Morris Liston Cook 
James John Cookorelos 
James Jerome Corbett 
Francis X. Coughlan 
Thomas J. Crean 
Wesley Calvin Davison 
Lloyd F. Decker 
Abraham Deutrel 
Leonard J. Dibble 
Joseph DiCarlo 

John Dowd 

Laurence Drew 

James Francis Durkin 
Richard Edward Eggleton 


. Benjamin J. Elson 


J. Eliot Engelbourg 


Reuben Epstein 
Mamie J. Feingold 

George J. Fisch 

Hyman Fishbein 

James F. Fitzsimmons 
Sylvester Foster 

Alfred Solomon Friedman 
Dario Edward Garbaccio 
Raymond F. Gehan 

Henry Patton Gibson 
William R. Glaeser 
Frederick August Goelz 
Jacob I. Goldfinger 
William F. Graebe 
William A. Grell 

Samuel Gross 

David L. Harris 

George F. Hartmann 
Christopher Hengeveld, Jr. 


William Henn 

Alvin Clifford Hirsch 
Herman Hirshhorn 
Harry L. Hoert 
Milton Hudders 
Joseph A. L. Hug 
Leonard H. Jaeger 
Alvin Randolph Jennings 
William A. Johnston 
Harry Hall Jones 
Sarah Katz 

William L. Kauffman 
Arthur R. Keeler 
Louis W. Kerner 
David Kirsch 

Charles K. Kline 
Harry Knoble 
Frederick Kohler 
David L. Konigsberg 
Edward Frankel Kook 
Lillian Krakowitz 
Murray Kunin 
Gustav O. Lienhard 
Manson Earle Lown 
James R. McDermott 
Harry M. Mand 
Charles H. Mandell 
Harry Merdinger 
Samuel B. Mitzner 
William F. Moen 
George Neupauer 
Nathan Newman 
Theodore A. Noah 
Juan R. Ossandon 
Michael A. Ostravich 
Montel Minson Packie 
Nathan Piltch 
Pasquale P. Pinto 
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Walter Pohly 
Charles Henry Poit 
Sol Polansky 
Russell F. Rabone 
Joseph C. Redmond 
William M. Reisel 
Harry A. Richardson 
Abraham Rieger 
Salvatore James Rollo 
Harry A. Rosenberg 
Joseph R. Rosener 
George Rosenzweig 
Herman Sadowsky 
Edward Schenker 
James McNevin Smith 
Adam G. Spitznagel 
Nat Stein 
Nathan Stein 
Frederick W. Stelter 
Murray M. Sumner 
Christian C. Tauber 
Harry Edwin Taylor 
Jerome Thorner 
*Theodore B. Vanderbeek 
Edwin T. Vane 
Andrew J. Vinchesi 
Frederick Wm. Voll, Jr. 
William Wagner 
Louis Victor Walsky 
Raymond A. Weatherby 
Charles Weingarten 
John J. Wenz 
John Thomas Weston 
William J. Wilckens 
Herbert Maurice Willgohs 
Mack G. Wilson 
Joseph W. Zelenka 
Alexander Zuckerman 
*Deceased 


Frederick G. Achelis 


hp ] orker, yeats ago a factory 

worker, a university graduate, 

determined to learn the funda- 
mentals of the hard rubber industry; 
two years ago, at the age of 39 years, 
president of the company with which he 
started work—that was the record of 
Frederick G. Achelis, a former Pace 
man, who died September 18th. His 
passing was a shock to his large circle 
of friends, to his business associates, and 
to his co-workers in the company to 
which he had devoted his entire busi- 
ness Career. 


Mr. Achelis, at the time of his death, 
was a real leader in his field. His 
leadership was gained entirely through 
his own efforts, and was due in large 


part to his native ability, earnestness, 
and to his aptitude in study and re- 
search, combined with a practical turn 
of mind, all of which were early recog- 
nized by his associates. During his 
business career, he had earned the re- 
spect and admiration of business men 
with whom he came in contact. His 
nature was reserved and unassuming, 
but he was recognized as a student, and 
an able executive. 

Mr. Acheiis was a native of Brook- 
lyn, where he was born March 14, 1885. 
His father was the late Fritz Achelis. 
He attended Hill School, and graduated 
from Yale in 1907. He vrent to work 
immediately in the College Point plant 
of the American Hard Rubber Company, 


It 


determined to acquaint himself with 
every detail of the process of manu- 
facture and of the business. He per- 
formed every type of work in the fac- 
tory, and at the same time studied the 
technical phases of hard rubber manu- 
facture and of industrial management. 
While thus engaged he also went 
through the Pace course of accountancy 
and business administration and thus 
equipped himself for a high executive 
position in the business world. 

Through his efforts and in conform- 
ance with plans which he formulated, 
his firm was reorganized and modern- 
ized, and he advanced rapidly in the 
organization. Within a short time he 
was made assistant secretary of the 
company and was elected a director. 
In 1918 he was made general manager. 
Six years later he was elected president. 
Many of the progressive policies of his 
company were planned by him. He 
was a Close student of economics, and 
applied himself closely to his business. 
Associated with him, as controller of 
the company, was another Pace man, 
Henry P. Bristol. 

Mr. Achelis’s activities, outside his 
business, included membership in the 
Round Hill Country Club of Greenwich, 
Conn., the Merchants Association of 
New York, the Yale Club of New York, 
the Rubber Association, and the Green- 
wich Chamber of Commerce. 

Mr. Achelis is survived by his wife, 
who was Miss Helen Bruff before her 
matriage in 1913; and three children, 
Audrey, Frederick, and Gertrude. 


McLeod Addresses 
Cost Accountants 


N a recent address, secretaryaoC: 
McLeod, of the National Associa- 
tion of Cost Accountants, called atten- 
tion to three distinct trends in the 
development of American industry in 
the past fifteen to twenty years. 

The first of these trends, he said, con- 
sists of the wider study and application 
of practical economic principles to busi- 
ness. The second is the very rapid de- 
velopment of the human side of busi- 
ness. The growth of trade associations 
and the development of business lunch- 
eon clubs and similar organizations, 
have tended to bring men in all lines 
of work into closer contact with one 
another and to emphasize the import- 
ance of the human side of business. 
The third is the rapidly increasing 
use which is being made of accounting 
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data by the management of American 
industry. More and more business 
executives are coming to depend on their 
accounting departments, not merely for 
historical information, but also for the 
data required for the day to day manage- 
ment of the business. 

Dr. McLeod then pointed out the 
close relationship which the N. A.C. A. 
bears to each of these three trends. 
He sketched briefly the rapid develop- 
ment of the Association and stated that 
he looked for even greater growth in 
the years to come, (1) because the Asso- 
citation is dealing with a subject 
which is of vital importance in Ameri- 
can industry, (2) because the Associa- 
tion fills a real need in the structure of 
American industry, (3) because it fits 
into the general economic structure, 
and, (4) finally, because it is proving 
itself to be a human organization. 


Secretarzal Practice 
Course at Pace Institute 


NNOUNCEMENT is made of a 
new department of study in Pace 
Institute, in which a Secretarial Practice 
Course will be offered. Classes will be 
instructed by Edward J. McNamara, 
M.A., ptincipal of the High School of 
Commerce, New York. 
Instruction will be given two nights 
a week, on one of which the theory of 
secretarial work will be taught; on the 
other laboratory work will be given. 
‘Classes will be limited to thirty-five 
students, who will be specially selected. 
Enrollments will be made on the basis of 
personal interviews with the executives 
of the Institute. 


Formation of the new department 
comes in response to repeated requests. 
The work is not experimental. Its 
value has been conclusively demon- 
strated. The classroom in which ses- 
sions will be held has been equipped 
with new typewriters. 

The first class will begin its work in 
January. The course will cover two 
semesters of sixteen weeks each. 


The announced aim of the secretarial 
practice course is to train men and 
women—experienced stenographers—to 
become first class secretaries and per- 
sonal assistants to executives in business 
activities, in chambers of commerce, in 
clubs, in professional societies, in trade 
organizations, and for various commit- 
tees and bureaus. The training will be 
presented umder actual secretarial con- 


ditions. Proficiency in stenography and 
typing is required of candidates for the 
course. 


Some of the duties which will be 
taught are opening and distributing the 
mail, receiving callers, keeping a scrap 
book, preparation of reports and out- 
lines, preparation of graphs and charts, 
preparation of printed documents, the 
writing of letters, knowledge of refer- 
ence books and sources of information, 
the organization of office work. 


Some of the lectures will deal with 
the development of personality, of 
initiative, of tact, and of the relation of 
the secretary to the management of 
office work. 


Laboratory Work 


The laboratory work will deal in part 
with the activities of the secretary with 
relation to committees and societies, 
the preparation of minutes of directors’ 
and stockholders’ meetings, the ar- 
rangement of itineraries, keeping a 
petty cash record, reconciling the check 
book, keeping a stock investment 
record, the preparation of financial 
budgets, the keeping of records of real 
estate investments, the keeping of ap- 
pointment calendars and other records, 
and the preparation of speeches and 
magazine articles. 


Emphasis will be laid upon the de- 
velopment of cooperation, of reliability, 
of a good memory, and of powers of 
analysis. 


Applications for the course are now 
being received. 


The Pace Student 


Evans Receives N. ve 


Certzficate 


. IVOR EVANS, under date of No- 

vember i1gth, informs The Pace 
Student that he has been successful in 
passing the November examinations for 
the New Jersey C. P. A: certificate. Mr. 
Evans, who has recently accepted the 
position of Office Manager of The 
Jaeger Company, Inc., states that he 
can attribute his success to two factors, 
namely— 

1. Thorough grounding in the prin- 
ciples of accounting and its kindred 
subjects, received at Pace Institute. 

2. Equally thorough training in the 
practice of accounting, received during 
the five years he was on the staff of 
Price, Waterhouse & Co. 

Mr. Evans was graduated from Pace 
Institute in November, 1925. 


Canadian Accountants 


Elect New Officers 


HE Dominion Association of Char- 

tered Accountants, at its annual 
convention in Montreal, September 
29th and 30th, and October 1st, elected 
officers as follows: President, Edward 
S. Read; Vice-President, H. Percival 
Edwards, and Secretary-Treasurer, Keith 
Drennan. Members of the Association 
of Accountants in Montreal acted as 
hosts to the association. It was de- 
cided to hold the next annual conven- 
tion at Winnipeg, with the Institute of 
Chartered Accountants of Manitoba as 
hosts. The date will be just prior to the 
annual meeting of the American Insti- 
tute of Accountants in California. 


NEW BINDERS FOR 
PACE TEXTS BOOKS 


A 


DURABLE binder of special design is made expressly 
for students of Pace Institute. 


It has. a. black ie aol 


cover, and provides what we consider to be the best binding 
available for the Pace Accounting and Law text lectures. 


The list price is $2.50, postage prepaid. 


Students may 


have their old text lectures punched for use in these binders 
by sending them to the New York office. 


PAGEV INS TTL UTE 


30 CHURCH STREET 


New York 


December, 1026 


News of the State 
Societies 


Pennsylvania 
R- J. BENNETT, of Philadelphia, has 


been appointed permanent secretary 
of the Pennsylvania State Board for the 
Examination of Public Accountants. 
Members of the State Board were 
guests of honor at a recent dinner of the 
Pittsburgh Chapter of the Pennsylvania 
Institute of Certified Public Accountants. 
They are: Joseph M. Pugh, Horace P. 
Griffith, R. J. Bennett, accountants of 
Philadelphia; Robert L. Wallace, at- 
torney, of New Castle; Graham Hurd, 
attorney, of Harrisburg; and Frank 
Wilbur Main, accountant, of Pittsburgh. 
Cooperation between the law and ac- 
counting members of the Board of 
Examiners was emphasized in addresses 
at that meeting. There was a detailed 
discussion of the problems which con- 
front members of the Board in their 
efforts to set examinations which will 
reflect the broadening scope of the work 
of the practising public accountant. 
The duties of the Board of Examiners 
have increased greatly with the expan- 
sion of the field of work of public 
accountants, it was pointed out. 


Colorado 


ROMOTION of the general use of 

commercial arbitration, and spon- 
sorting of arbitration laws, are two 
activities which will be included in the 
coming year’s program of the Colorado 
Society of Certified Public Accountants. 
This decision was reached at the annual 
meeting of the organization held Octo- 
ber 21st at the Cosmopolitan Hotel, 
Denver. 

An invitation was extended by the 
Colorado accountants to the American 
Society of Certified Public Accountants 
to hold its annual meeting in Denver 
in 1927. Reports were received from 
President Louis C. Linck relative to the 
conventions of the American Society of 
Certified Public Accountants, held at 
Washington, and of the American Insti- 
tute of Accountants, held at Atlantic 
City. 

All the former officers of the Colorado 
Society were re-elected. Mr. Linck is 

resident; Leon E. Williams, vice-presi- 
ae Julian von Tobel, treasurer; and 
F, Tillman Browne, secretary. This will 
be the third term for Mr. Linck, and the 
second term for the other three officers. 


The terms of the four following direc- 
tors continue for one year: Clem W. Col- 
lins, Richard M. Crane, Ralph B. Mayo, 
and W. M. Trant. The following four 
additional directors were elected: 
Thomas H. Lawrence, Geo. W. May- 
nard, Thro. J. Witting, Tuner S. Under- 
wood of Pueblo. 


Machigan 


Mea of the Michigan Associa- 
tion of Certified Public Account- 
ants ate voting on the question of the 
continuance of the educational and pub- 
licity program which it inaugurated 
more than a year ago. This program 
was conducted through the columns of 
the ‘Michigan Manufacturer and Fi- 
nancial Record,’’ published in Detroit. 
There has appeared each week from one 
to two columns of material relating to 
accounting matters. The articles were 
prepared under the direction of the 
Michigan Association of Certified Pub- 
lic Accountants. 

The Committee on Education and 
Publicity which has charge of the work 
is composed of W. T. McConnell, 
chairman, Arthur S. Purdy and Harry 
L. Murphy. 


New Jersey 


OMMERCIAL arbitration will be 

the principal topic for discussion at 
the December meeting of the Society 
of Certified Public Accountants of the 
State of New Jersey, which will be held 
December 14, at Newark. 

A representative of the American 
Arbitration Association will address 
the members, and there will be a dis- 
cussion of the methods by which public 
accountants may bring commercial arbi- 
tration into more general use in a busi- 
ness community. 

Invitations are being extended by 
President James F. Hughes, of the New 
Jersey Society, to members of chambers 
of commerce in New Jersey, to at- 
torneys, and to all city and state 
officials, to attend the meeting. 


District of Columbia 


Ai the October meeting of the Dis- 
trict of Columbia Institute of 
Accountants, Edward M. Tyler was 
elected president; C. Vaughan Darby, 
vice-president; and Lester A. Pratt, 
secretary-treasurer. The regular annual 
election of the District of Columbia 
organization is held in June, but this 
year, due to the fact that the District 
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of Columbia Institute was to entertain 
the annual convention in September of 
the American Society of Certified Public 
Accountants, the election was post- 
poned until after the convention. 


Arkansas 


‘BOR are being made to Bees the 
Arkansas Society of Certified Pub- 
lic Accountants on an active basis. 
Accountants of that state believe that 
this will be accomplished within two 
to three months, as several conferences 
have been held lately at Little Rock, 
at which a definite sentiment was ex- 
ptessed to the effect that steps should be 
taken immediately to adopt a program 
of activities for the coming year. 


Texas 


Bese annual meeting date of the Texas 
Society of Certified Public Account- 
ants was November 27, but the meeting 
convened on that date at Dallas, Texas, 
was adjourned to Houston, Texas, no 
business being transacted. A two-day 
session will be held at Houston De- 
cember 17 and 18, when new officers will 
be elected and other business trans- 
acted. An interesting program is being 
prepared. 

he officers of the Texas Society are: 
President, Luke B.° Garvin, Dallas; 
vice-president, A. E. Myles, Wichita: 
Falls; secretary, Joe E. Hutchinson, 
Dallas. The directors are: A. C. Up- 
leger, Waco; J. R. Nelson, Dallas. 


Pennsylvanta 


‘es Pennsylvania Institute of Certi- 
fied Public Accountants is trying to: 
formulate a new set of by-laws compat- 
ible with the rapid growth of the mem- 
bership of the Institute, which will 
afford better means than are now avail- 
able for conducting the activities of a 
state-wide organization. 

Changes in the by-laws which were 
proposed by a Special Committee on 
Revision of By-Laws at a meeting held 
October 18th were discussed in detail at 
that meeting. 

Several new members were elected. 

The subject for discussion was ‘‘Ana- 
lyzing Financial Statements.’’ This 
was approached from different angles 
by Messrs. William R. Main, Walter L. 
Morgan, Charles Weissinger, Gardner 
W. Kimball and R. J. Bennett, each of 
whom spoke briefly, An animated dis- 
cussion isi eee 
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Edgar C. Hayhow 


DGAR C. HAYHOW, superinten- 

dent of the New Rochelle Hospital, 
New Rochelle, N. Y., who 1s an author- 
ity on workmen’s compensation as it 
relates to hospitals, and on hospital 
management generally, received his 
early training in accounting, law, and 
management at Pace Institute. After 
leaving Pace Institute, he graduated 
from New York University, specializing 
in business management in all its forms. 


Before becoming superintendent of 
the New Rochelle Hospital, which en- 
tails controlling an annual operating 
expenditure of more than a quarter of a 
million dollars, Mr. Hayhow was asso- 
ciated with several New York hospitals, 
including St. Luke’s and the Presby- 
terian. The wide training and experi- 
ence obtained in the ten years he spent 
in these hospitals, in addition to his 
technical study at Pace Institute and 
New York University, have combined 
to make him a recognized authority on 
management as applied to eleemosynary 
institutions generally and hospitals in 
particular. 


Because of his interest in educational 
matters and his peculiar fitness for this 
type of work, Mr. Hayhow last year 
instituted a course in hospital manage- 
ment at New York University. The 
course was so successful that this year 
he has increased its scope in various 
ways and has extended it from a single 
semester to a full year. He will be 
assisted in the work by Dr. E. H. L. 
Corwin. 


Mr. Hayhow became interested in 
preparing this course because he felt 
that it was unfair for the medical men 
to have to carry the financial and man- 
agetial duties of their hospital as well 
as their professional duties. Giving all 
due respect to the business ability of 
doctors, he thinks that more efficiency, 
both on the business side and on the 
medical side of running institutions of 
this kind, will result from having a 


technically trained manager in direct 
charge. 


The course, as designed and extended 
by Mr. Hayhow, includes thorough 
training in all phases of organization 
and management. The buying and car- 
ing for meat; the operation of kitchens 
and restaurants; the underlying prin- 
ciples of business control, finance, and 
€conomics—all these things and more 
ate carefully worked out and coordi- 
nated to train the student in the efficient 
operation of a hospital. 

In addition to his routine work at 


the hospital, and his teaching at the 
University, Mr. Hayhow has found 
time to serve in official capacities in 
many professional organizations.. Re- 
cently he was elected executive secre- 
tary of the New York State Hospital 
Association. He is president (1925-26) 
of the Westchester County Hospital 
Association and is on the board of 
directors of Lambda Sigma Chi frater- 


Epcar C.. HayHow 
Superintendent New Rochelle Hospital 


nity. Mr. Hayhow is also an active 
member in the following organizations: 
American Hospital Association, the 
Visiting Nurses Association, and the 
Association of Child Welfare. In addi- 
tion to these, he is a reserve administra- 
tive officer of the U. S. Army Medical 
Department. 

Mr. Hayhow says, in part, of his 
work at Pace Institute, ~ 4. here d 
received my first didactic training in the 
essentials of modern business organiza- 
tion. This has been invaluable to me 
and a knowledge which is so essential 
in the administration of business organ- 
ization. The instruction at Pace Insti- 
tute was not only comprehensive, but 
extremely thorough... ”’ 


Next Pennsylvania 


Meeting 


A YULETIDE meeting of the Penn- 
sylvania Institute of Certified Pub- 
lic Accountants will be held December 
21st. It will be devoted to a discussion 
of Pennsylvania state taxes. 


The Pace Student 


Dividends and Surplus 


She question recently was asked of 
The Pace Student whether dividends 
are deductible from surplus only, and 
whether any dividend deduction is 
allowable from current profit. 

In replying, the associate editor con- 
sidered as part of the question the 
matter of declaring dividends out of 
current earnings when prior year’s 
deficits or losses have not been recouped. 
The reply to the question was as fol- 
lows: 

“Under the New York laws divi-. 
dends may not legally be declared which 
would impair capital. They may, 
therefore, be declared only out of what 
is ordinarily considered surplus. 

‘‘In some instances current profits are 
transferred to surplus account and the 
dividends are declared out of the cumu- 
lative profits; in other instances divi- 
dends are declared out of current profits 
before the current profits are merged 
with preceding years’ profits—that 1s, 
they are declared out of the current 
profit and loss account. 

‘Either method is acceptable, and 
will depend upon the judgment of the 
directors as to which method they 
adopt. In this connection, however, 
we are advised by Mr. Alfred F. Upson, 
LL.M., of the law faculty of Pace 
Institute, that corporations in the 


‘State of New York are not permitted 


by law to pay dividends from current 
profits when there is a deficit existing 
arising from preceding years’ opeta- 
tions. The current profits must first be 
applied to make good the deficit.”’ 


New Pace Alumni 
Association 


ACS no doubt, by the ex- 
ample of the Pace Alumni Associa- 
tion of New York, twenty graduates of 
the Pittsburgh School of Accountancy 
have organized a similar association 
under the name of the Pittsburgh School 
of Accountancy Alumni Association. 
E. S. Conniff, of Pittsburgh, has been 
elected as the first president. 

Already the membership has been 
increased by the addition on September 
25 of the sixteen members of the grad- 
uating class of ‘26. Mr. Conniff as 
president of the Alumni Association 
presented two alumni prizes and wel- 
comed the sixteen incoming members of 
the association at the annual gradua- 
tion exercises of the Pittsburgh School 


—— 
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of Accountancy. In addition he read 
the following letter from the executive 
secretary of the Pace Alumni Associa- 
tion of New York: 

“The officers and governors of the. 
Pace Alumni Association are delighted 
to learn from your letter. of September 
zoth that twenty graduates of the 
Pittsburgh School of Accountancy have 
organized under the name of the ‘Pitts- 
burgh School of Accountancy Alumni 
Association.’ ; 

‘We accept your offer of cooperation. 


We shall undertake to work with you 
in every practical way. I am giving a 
cordial invitation to the members of 
the Pittsburgh School of Accountancy 
Alumni Association to make their 
business headquarters in the office of 
the executive secretary of the Pace 
Alumni Association when they visit 
New York City. 

“Please extend our heartiest con- 
gratulations to the members of the 
Class of 1926 of the Pittsburgh School 
of Accountancy.’ 


J. H. Tregoe Addresses Pace 
Alumni Association 


ale we were suddenly to revert to 
doing business in this country on a 
money basis alone, with credit elimi- 
nated, how great would be the reduc- 
tion in the volume of business trans- 
acteue:. 

This was one of the interesting queries 
propounded by J. H. Tregoe, executive 
manager of the National Association of 
Credit Men, in his address before the 
Pace Alumni Association at the Ma- 
chinery Club, October 16th. 

Mr. Tregoe made the statement 
that ninety-five per cent. of the busi- 
ness of the country is transacted with- 
out the immediate and direct transfer of 
cash, and pointed out that, while 
there had been but a fifty per cent. in- 
crease in the amount of money in circu- 
lation in the past quarter century, bank 
clearings had increased from eighty- 
four billions to five hundred and fifty 
billions annually. 

This marvelous and apparently dis- 
proportionate increase in the amount of 
business transacted on but slightly in- 
creased currency, was ascribed by Mr. 
Tregoe to the great advances made in 
the credit structure of business. . 

“It is not the figures on the books 
that forecast a future of expansion so 
much as ability to use credit construc- 
tively,’ said Mr. Tregoe. ‘‘Credit per- 
forms service that money could not. It 
is founded on character and honesty.”’ 

Accounting training, ability, and 
technique, and knowledge of credit 
matters, would all be worthless without 
honesty and character, Mr. Tregoe 
pointed out. 

Credit crime had mounted until there 
was'a credit waste estimated at $600,- 
000,000 a year, Mr. Tregoe said, 


amounting to a tax of approximately 
$5.70 yearly on each individual in the 
United States, before the credit men of 
the country decided to do a good job 
of policing the business world, and 
raised a fund of $1,350,000 for the pur- 
pose of defending credit by prosecuting 
drastically and promptly those who 
offended against credit. Since this work 
was organized on a national basis, a 
little more than one year ago, 131 
offenders have been jailed, $410,000 in 
assets have been recovered, 381 persons 
are under indictment, and but 51 cases 
have been lost, Mr. Tregoe stated. He 
outlined the mafner in which these 
alleged offenses are handled by the case 
committees in the district offices, and 
prepared for trial. 

In financial statements prepared for 
the credit men, statements of assets are 
more often exaggerated than statements 
of liabilities, in an effort to ‘‘dress the 
window,’’ the speaker said. He urged 
credit men to pay more attention than 
they do now, however, to an examina- 
tion of statements of liabilities. About 


sixty per cent. of their attention should . 


be devoted to a study of the assets, and 
about forty per cent. to a study of 
liabilities. 

In cases prosecuted so far, the credit 
men have been protected by certified 
financial statements in vety few in- 
stances. 

Many questions from the audience 
were answered by Mr. Tregoe at the 
close of his address, and he was given 
an enthusiastic vote of thanks. 

The next monthly luncheon will be 
held Saturday, November 20th, with a 
speaker of national prominence on the 
program. 


TS 


Homer S. PACE, 
of Pace & Pace, 


SAYS: 


NG and again I find a person who 
holds the idea that the world 
owes him something—that he is entitled 
to a job, satisfactory income, comfort, 
and pleasure. A man who holds this 
idea usually says that he has studied and 
trained himself to do a certain thing, 
that he is willing to work, and that if a 
suitable opportunity is not coming he 
has a justifiable grouch against society 
in general and placement agencies in 
particular. If by any chance you hold 
the erroneous idea that the world is 
indebted to you, rid yourself of it im- 
mediately. 


And this is the reason why. You are 
indebted to others for having been fed 
and clothed and taken care of during 
your infancy and possibly during your 
youth. You have been aided by laws, 
by schools, and by myriad mechanical 
devices, which have been provided by 
the sacrifices and hard work of genera- 
tions of people, the work, and even the 
names, of whom you will never know. 
Instead of living in a cave and fighting 
wild beasts with a stone hatchet, you 
have been provided with the comforts 
and opportunities of civilization—all 
by the work of others. 


When you have credited, in your 
mind’s eye, the account this old 
world of ours with all of the things it 
has provided for you, you will find 
that the world is a creditor and not a 
debtor—that the world owes you 
nothing, and that, on the contrary, 
you are deeply in debt to it. 


Start, then, with the idea that there 
is nothing, not even a job, which you 
can demand as a matter of right. It is 
proper enough to seek an opportunity 
to make a payment on your debt by 
doing work for which ‘you are best 
fitted. If this opportunity is not avail- 
able, seek the work for which you are 
next best fitted. If you have fitted 
yourself for something for which there 
is a limited market, or for which your 
personality or other qualities do not fit 
you, do not jump to the conclusion that 
it is the fault of the world. Locate the 
fault nearer home, and cheerfully adjust 
yourself to the work that is available. 
Remember that the workaday affairs 
of the world never adjust themselves 
to the affairs of the individual, but 
that the individual, if he is to succeed, 
must adjust himself to conditions. 


16 


{ remember a man who, in a more or 
fess secure position, had earned $6,000 
a year for several years. When he lost 
his position, through no fault of his 
own, he refused to consider any other 
position at less salary. He finally 
concluded that he would accept a ey 
tion at $5,000, but no less, and refused 
to. accept a position at $4,000 a year 
with excellent opportunities for ad- 
vancement and incidental profit. For 
several months, while he consumed his 
savings, he held stubbornly to the idea 
that he had fitted himself for a $5,000 
position and that the world owed it to 
him. The world did not acknowledge 
its indebtedness to him and moved 
along cheerfully without him. He de- 
veloped an irritable state of mind, which 
affected his usefulness. Finally, I pre- 
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sume, the world won out, and he had to 
turn his hand to whatever could be 
offered. His viewpoint was so funda- 
mentally wrong that it brought him 
nothing but trouble and sorrow. 


Rid yourself, therefore, I say, of the 
idea that the world is your debtor. 
On the contrary, acknowledge your 
own indebtedness, and seek a way to 
pay it. If the world will not accept 
coin of your own choosing, look for a 
currency that will be acceptable. Do 
not make the world an antagonist 
and then attempt to bend it to your own 
way of thinking. Adjust yourself as 


best you can to the workaday needs of 
the community in which you live, and 
obtain the wholesome fruits of labor 
well performed. 


Apportioning Depreciation on 
Patents 


N interesting question as to the 

accounting treatment of certain 
assets as represented by patents acquired 
by a corporation was presented to The 
Pace Student in the following letter: 

‘In the course of an audit of the 
books and records of the Richard Roe 
Iron Works, Inc., I came across nota- 
tions in the minute book, a summary of 
which appears below. 

July 1, 1926. 

“ “S$. Acorn in consideration of this 
company issuing to him 5000 shares of 
its no par common capital stock (N. B. 
This stock has a minimum value of 
$5.00 per share) agrees to turn over to 
it 12 patents now held by him, provided 
the company pays the cost of transfer- 
ring same; also any and all patents he 
may acquire from time to time, pro- 
vided this company pays the cost of 
recording and all other incidental fees. 

‘‘ “This was voted upon and passed 
by the Board of Directors. S. Acorn 
accordingly turned over to this com- 
pany twelve patents as follows: (Here 
follows a list of 12 patents together 
with the dates of their issuance.) 

‘’ “In the discretion of the Board of 
Directors the patents have a value to 
this company of $30,000.00, 

“In accordance therewith the fol- 
lowing entry was made upon the books: 

Dr. Patents $30,000.00 

Cr. Common 
CapitalStock 


(5000 shares) $30,000.00 


“The question that now arises is this: 
What basis of extinguishment of these 
patents shall be employed? To answer 
this we must bear in mind the following 
facts: 

‘‘t. The twelve patents have an 
existing life ranging from one to 
Seventeen yeats. 

‘2. The twelve patents are valued at 
$30,000.00. 

"3. Additional patents which will 
be turned over to this company must 
be included in the valuation of 
$30,000.00 (1. e. also including the cost 
of recording and all the other incidental 
fees ae 

In reply to this question the Associate 
Editor wrote: 

“Reference is made to your letter of 
October 1, 1926. 

“So far as the consideration issued to 
S. Acorn is concerned, it will be neces- 
Sary, as a practical matter, to disregard 
the additional patents that may be 
acquired from him from time to time. 
Presumably, it is entirely problematical 
whether any additional patents ever 
will be acquired from him, and certainly 
no present valuation can be assigned to 
the possibility. Accordingly, the 
$30,000 valuation set by the Board of 
Directors should be considered as the 
valuation of the twelve patents. 

“In respect to the patents, the prin- 
ciple to be followed is that the $30,000 
represents the cost pf an aggregate of 
twelve different lots of property, and 


the $30,000 should be equitably appor- 


tioned to the various patents. An 
equitable apportionment is not neces- 
sarily a ratable apportionment, because 
in all probability certain of the patents 
are worth more than the others. How 
the $30,000 should be apportioned to 
each patent, we, of course, are not in 
a position to state. 


‘So far as the depreciation on patents 
is concerned, normally the time between 
the date of acquisition by the corpora- 
tion and the date of expiration of the 
patent should be determined, and the 
annual depreciation should be com- 
puted with the use of the assigned cost 
and the future life as the two determin- 
ing factors. It may be that the time 
between the date of acquisition and the 
expiration are not the best factors to 
measure the estimated future useful life 
of patents. For example, patent number 
1 may be the basic patent, and one or 
more of the other patents may be im- 
frovements on the basic patent, which 
will have no value upon the expiration 
of the basic patent. Under such citcum- 
stances, it would not be incorrect to 


depreciate the entire group of patents, © 


the effective useful life of which would 
expire with the expiration of the basic 
patent, on the basis of the life of basic 
patent.”’ 


William P. Field, President 
American Chamber of 
Commerce in Cuba 
(Continued from Page 3) 


and a Fellow of the Central Association 
of Accountants, London, England. 

Mr. Field’s public service work in 
Havana has been extensive. He is a 


member of the Executive Council of — 


the American National Red Cross, 
Havana Chapter, and has been active 
in organizing social agencies, including 
hospitals. He is also a member of the 


Sons of the American Revolution, the 


Military Order of the Loyal Legion, of 
the United States Army and Navy 
Club, New York; and of the Havana 
Rotary Club. He served in the Na- 


tional Guard and Naval Reserve of — 


California, and is a reserve officer of 
the National Guard of the State of 


New York. He married Miss Edith — 


O'Farrell, and has two charming 


daughters, both of whom are in college. © 


WILLIAM WAGNER, Pace Institute — 
'26, passed the New York State C. P! A. 


examinations in January, 1926. 
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Progressive work assignments, 


adapted from actual practice, 
bring the students of Pace Institute 


into the world of facts as they are— 
they develop a technical work habit both 


accurate and speedy—they clinch and reinforce 
the theory developed, lecture by lecture, during three years 
of intensive study. 


Intimate teacher-and-student association at the Institute has paved the 
way for many a worth-while career, for the achievement of many worthy 
ambitions in Accountancy and Business. And the way is still open, the 


opportunities still legion. 


In the resident school—30 Church Street, New York—day and evening 
classes will be formed from week to week until one thousand Freshmen 
(beginning students) are registered. In the Extension Division (instruc- 
tion by mail) enrollment can be made at any time upon payment of 
$7.co—there is no further liability. Ask at once for a copy of Pace 
Institute Men. 
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